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Most Proxies Are Blank Checks 


O man of sound mind would 
afix his signature to a blank 
check destined to pass into the 
hands of strangers. Nor would any 
intelligent person sign a contract with- 
out carefully reading its terms and as- 
suring himself of full understanding of 
every provision. That is only common 
sense. 

But consider the position of the aver- 
age stockholder when he opens his 
morning mail and finds—along with a 
postcard from Aunt Sue, two bills and 
three advertising circulars—an impos- 
ing proxy from the XYZ Steel Corp., 
in which he is the more or less disap- 
pointed owner of 10 shares of stock 
What does he do? In _ ninety-nine 
cases out of a hundred (and the esti- 
mate is probably conservative) he either 
signs the proxy without the slightest 
idea of what it is all about, or he 
promptly tosses it into the wastebasket 
and turns to the morning newspaper. 

This typical stockholder is not to be 
blamed. He hasn’t time to attend an- 
nual meetings, which are often held in 


~ 





out-of-the-way places, and he wouldn't 
know what questions to ask the direct- 
ors and executives if he did attend. 

Nevertheless, it is a bad state of af- 
fairs and it can be remedied in import- 
ant respects. There are two ap- 
proaches. First, there should be a 
general organization of investors, ad- 
ministered by a competent paid staff. 
Along with other protective endeavors, 
it should keep close watch on the affairs 
of at least the more important listed 
corporations. Second, corporate man- 
agement should be induced or com- 
pelled to give shareholders full and 
frank information concerning all im- 
portant company developments—and 
give it well in advance of annual meet- 
ings. 

The proxy which the investor is 
asked to sign in blanket ratification of 
all acts of his company’s management 
and directorate should be in his hands 
at least a full month in advance of the 
annual meeting. It should be accom- 
panied by a brief, but frank, summary 
of any material changes of policy made 


during the preceding year; of any im- 
portant contractural commitments af- 
fecting the property interests of the 
shareholders; of the salaries and 
bonuses of key executives; and of any 
stock options granted. It should, 
moreover, be accompanied by the latest 
figures on sales and earnings. 

The average stockholder’s position 
would also be greatly improved and his 
disposition of a proxy rendered the 
more intelligent if the men to whom he 
is asked to delegate his vote in the 
meeting were identified as to their in- 
terest in the company and their quali- 
fications for serving as his attorney. 
Their relationship to the corporation 
and the amount of their holdings in its 
securities would be helpful. 

In this enlightened age wise man- 
agement should go beyond the letter of 
corporate laws and accept their spirit, 
it it is to win a merited vote of confi- 
dence. A fiduciary responsibility must 
be recognized by listed corporations. It 
is time proxies ceased to be blank 
checks or meaningless pieces of paper. 
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The Trend of Events 


—What Will Silver Do for Us? 
—The Building Program 
—Federal Spending Goes On 
—Leadership for Investors 
—More Government Banking 


—The Market Prospect 


HAT Western poli- 
ticians have  suc- 


ceeded in “doing 
something” for silver is not particularly important. 
‘The real question is: What will the remonetization of 
silver do for us? The President has agreed to accept 
legislation declaring it to be the policy of Congress to 
favor the nationalizing of silver. Beyond this point 
the legislation is solely permissive, leaving the manner 
and time of nationalization to Mr. Roosevelt’s discre- 
tion. Consummation of the policy asked by Congress 
would give us a metallic currency reserve consisting 
75 per cent of gold and 25 per cent of silver. The 
reasoning of the silver inflationists, like that of Prof. 
Warren, is that the abnormally high value of gold 
caused the depression and low prices; and that gold is 


WHAT WILL SILVER 
DO FOR US? 


still too dear. If we dilute our monetary reserve with 
silver, it is argued, the effect will be to cheapen gold 
and raise prices, hence to stimulate world recovery. 
Will it work? In this field of monetary metaphysics 
one can only confess a humble skepticism. Theoretic- 
ally, we cheapened gold by 40 per cent in the Warren 
“gold-buying” experiment. The best proof that it did 
not work with complete satisfaction is the present 
demand for more inflation—this time along the silver 
route. But that is the historical way of the currency 
inflationists. There has never been enough inflation 
until there was too much. Of course, we can stand this 
silver “shot in the arm,” but it is not too soon to begin 
making up our minds firmly that it must be the stop- 
ping point in monetary tinkering. If prosperity is not 
restored by cutting the gold content of the dollar 40 
per cent and adding 25 per cent of silver, it would be 
nothing short of national insanity to risk further doses 
of this dangerous and ineffective drug. 


—_ 


THE BUILDING 
PROGRAM 


T IS a hopeful thing that the 
Administration’s | economic 
planning has turned to the 

field of residential construction and renovation, in 

which continuing stagnation is an important cause of 
business depression and unemployment. The program, 
for which legislation is pending, is to rest chiefly upon 
private financing, 20 per cent insured by the Govern- 
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ment, and thus will not be a serious Treasury drain. tive. Certainly, investments direct or indirect are im- 
As to its practical effects, both in the stimulation of portant enough to activate a mass of opinion which 
construction and modernization and in the attempted could well be controlling in public affairs and master 
rehabilitation of a broad field of mortgage financing, in corporation policy—and in the public as well the 
we must probably look to the longer future. The time particular group interest. 
is too short for it to become a major business influence This Magazine commends Mr. Gerard and pledges 
this summer. Moreover, there are two great difficul- him its support, and we earnestly hope that our read- 
ties. Whatever its desire, the public’s financial re- ers will at once wire or write him in expression of their 
sources are at low ebb in relation to the comparatively sympathy and interest. 
large investment represented by a house or by major 
renovations. Secondly, present costs of materials and — 
building labor are far out of line with the average in- 
dividual’s spending ability. Yet the fact remains that MORE GOVERNMENT HILE _ business 
this program can certainly do no harm. It probably BANKING \) grouches over 
will do much good, especially in its long-term effects what the Gov- 
upon the mortgage money market. ernment is doing in strange ways for agriculture and 
the weird things it is doing to business it must, to be A 
i", fair, concede that it is doing a lot for business, accord- 
ing to its lights. The whole RFC enterprise, with one 
FEDERAL SPENDING HE President has its five billion dollars, is essentially a stupendous effort rall; 
GOES ON ik called for appro- to save and help business. For the most part it has in t 
priation of the been an effort to rescue business through loans to or be, 
rest of the emergency funds he named in his budget investments in banks, loans to other key financial in- tims 
message last winter; viz., $1,922,000,000, after allow- stitutions, to self-liquidating enterprises of a public Suc. 
ing for appropriations already made outside and inside nature (now taken over by PW A). Now, in com- if tl 
the budget. He is wise to get it while the getting is pany with the Federal Reserve banks, it is about to be why 
good, instead of coasting along on the savings in actual authorized to make or underwrite loans to business of ¢ 
expenditures as compared with estimates for the past enterprises which can not get assistance of the kind % 
six months. Next January—when Congress meets they need from banks in the ordinary course. Three for 
again—is a long way off. By that time it may be a or four hundred million dollars are to be made avail- give 
question of exceeding the estimates. All of the money able for loans and discounts. This may be described firm 
may not be needed if times continue to improve; but —_as direct credit inflation. Policies which have resulted the 
with cash in hand for the worst, the country will have in filling the banks to overflowing with loanable cash but 
that factor of confidence which always goes with a and credit potentialities not having ripened into busi- abor 
full wallet, especially as revenues continue to roll in ness loans, the Government is now going to offer direct of | 
gratifyingly. loans to needy businesses. It may be compared to It 
forced feeding of a patient who is in obvious need of of t 
— nourishment but is too weak to get food. The patient acti 
may not be able to digest the artificially administered to | 
LEADERSHIP FOR N AWN article in this issue, victuals. He may be put on his feet, only to find that Imm 
INVESTORS | especially written for there is nothing he can do for himself because there the 
THE MAGAZINE OF isn't enough “doing” to permit him his share. He may vant 
WALL STREET, James W. Gerard, distinguished lawyer then discover for himself why the banks have not it is 
and citizen and former ambassador to Germany, urges been expanding their loans. On the other hand, it sum 
investors to form an aggressive union for the promo- may take something like this move to arouse the appe- hold 
tion, assertion and defense of their rights both as tites of bankers for loans. It may be that they are dary 
American citizens and owners of corporations. Nor the victims of a long habit of saying no, just as five or bela 
does Mr. Gerard confine himself to forceful exhorta- six years ago their judgment was corrupted by the habit the 
tion in a good cause. He offers to take the leadership of saying yes. Judging from the hard-boiled habits of prob 
of the undertaking he so convincingly urges, should the Reserve banks and the R F C, it is not likely that tend 
there be a spontaneous response of such an emphatic they will throw money over the transoms. If the ex- of d 
nature as to show that he will not be a leader without periment doesn’t work, it won't be worked long or Fi 
loyal followers. We wish him all success in his effort disastrously. It can’t do much harm to anyb« dy, and Teas¢ 
to get substantial America to take its rightful place in it may do a lot of good. one 
corporate and public affairs. gues 
That place is really the top place. —_— ticul 
Mr. Gerard estimates that a successful association Witl 
of investors might animate 25,000,000 to 30,000,000 THE MARKET UR most recent investment nighi 
votes. If we take into consideration the 60,000,000 PROSPECT advice will be found in the almo 
holders of insurance policies the integrity of which discussion of the prospec- pose 
rests largely on securities, and the 13,500,000 mutual tive trend of the market on page 115. The counsel em- self. 
savings banks depositors, to say nothing of other ele- bodied in this feature should be considered in connec- lishn 
ments whose savings are not directly invested by them- tion with all investment suggestions elsewhere in this bott« 
selves in securities, Mr. Gerard’s estimate is conserva- issue. Monday, May 21, 1934. of t 
; whol 
-———— —-- lowe 
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ich Way for Stock Prices? 


Silver Inflation Enters the Picture as Market 


Discounts Seasonal Business Recession 


By A. T. Miter 


FTER approximately four weeks of persistent and 

gloom-ridden reaction, the stock market, as this 

article is written, has turned around in the sharpest 
one-day rally experienced since the “dollar revaluation” 
rally of mid-January. Whether this is more than a flash 
in the pan remains to be seen. However hopeful one may 
be, there would seem to be no very good reason at this 
time for an intermediate advance of significant proportions. 
Such an advance no doubt would be welcome to all, but 
if there is any basis for it one can not help but wonder 
why the market went through the nonsense of a full month 
of despondency. 

Of greater significance, it would seem, is the fact that 
for several days prior to the current rally the market had 
given encouraging evidence of having encountered a fairly 
firm level of support at a point some 20 per cent below 
the year’s highest mark 
but 8 or 9 per cent 
above the lowest level 
of last October. 

It is this bottom level 
of the April-May re- 
action that will need 
to be watched in the 
immediate future. On 
the sum total of rele- 
vant factors, we think 
it is a reasonable as- 
sumption that it will 
hold, and that secon- 
dary realizing sales and 
belated liquidation on 
the present rally will 
probably fail to ex- 
tend into a new phase 
of decline. 

There is no valid 
reason, however, why 
one need rely upon a 
guess as to this par- 
ticular market pattern. 
Within the next fort- 
night the market will 
almost certainly  dis- 
pose of the question it- 
self. Either the estab- 
lishment of a “double- 
bottom” or the failure 
of the market as a 
whole to approach the 
lowest point reached in 
the second week of 
May will be regarded 
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by short-swing traders as presenting a buying opportunity. 
Even in the face of approaching business recession, which 
has already been discounted in considerable measure by a 
market decline amounting, at its maximum, to 20 per cent, 
it can logically be reasoned that the combination of a 
strengthened technical position and the adjournment of 
Congress might easily produce an early summer rally worth 
playing for. 


Buying Opportunity 


These, of course, are purely speculative considerations. 
In our previous issue the opinion was expressed that reac- 
tion in sound, dividend-paying stocks would not run to 
serious proportions. This view thus far has been justified. 
While we see no immediate reason to reach for equities in 
periods of technical 
rally, we repeat the 
recommendation — that 
investment accumula- 
tion of selected issues 
should be undertaken 
on a scale down basis 
in all periods of reac- 
tion by those whose 
surplus funds are not 
now adequately com- 
mitted. 

At its current level 
of rally, the market 
stands approximately 
15 per cent above the 
lowest point of last 
October and 15 per 
cent under the year’s 
high, which was estab- 
lished during the first 
week of February. 
Thus, it may be said 
to be at the half-way 
mark of a fairly broad 
trading range which 
has prevailed for ap- 
proximately seven 
months. 

Indeed, since the top 
point of this range in 
February virtually co- 
incides with the top of 
July, 1933, it may be 
said that a broad trad- 
ing range has now pre- 
vailed for ten months. 
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It is impossible, from a purely technical point of view, to 
attach any long range significance whatever to the fluctua- 
tions that have occurred within this range. We had the first 
phase of major advance from March to July, 1933. It is 
unusual that the succeeding period of intermediate trading 
swings should endure for ten months, without significant 
decision either as to major decline or a renewed phase of 
major advance. Yet in the present setting it appears likely 
that the movement for some weeks to come will be simi- 
larly restricted. 

While awaiting an ultimate decision as to the next 
major movement of stock prices, we believe the odds con- 
tinue overwhelmingly on the side of patient optimism. In 
a period of business recession, which may quite possibly 
prove of moderately greater than seasonal proportions, it 
is worth while to remind ourselves from time to time that, 
after all, an underlying and basic cyclical recovery has 
been under way throughout the greater part of the world 
for considerably more than a year. At the present sub- 
normal level of business activity, especially in the heavy 
industries, the upward movement is far from complete and 
there has been only partial replacement of the shortage of 
goods of all kinds created by a depression of record-break- 
ing length and severity. 

From so great a depression no recovery can proceed 
without periods of interruption, correction and consoli- 
dation. On the evidence to date, planned recovery only 
makes such a corrective phase more inevitable, since active 
planning provides the danger of human mistakes, both in 
politics and business. 


Period of Consolidation 


The period now entered is one in which Washington 
will strive to “rationalize” its policies: that is, says the dic- 
tionary, to “endow them with reason.’ In fairness, it must 
be said that business itself can stand some “rationalization.” 

Washington, despite the silver program forced upon the 
Administration by Congress, is leaning toward orthodox 
financial policies in the hope of encouraging business sen- 
timent as we approach the Congressional elections of next 
autumn. The Administration quietly has let it be known 
that it is averse to new and 
radical experiments at this 


instinct of business to protect itself against strike threats, 
have resulted in many lines in an over-stocking of goods. 

As a result of this combination of factors, of non-enforce- 
ment of the codes and of the Administration’s known in- 
tention of freeing itself as far as possible from the political 
liability represented by excessive N R A prices, it appears 
likely that coming months will see a return to more com- 
petitive business relationships. This is already indicated by 
a tendency of manufacturers and wholesalers in many lines 
to shade prices. 


Necessary Correction 


Within reasonable limits, we can only regard this cor- 
rection as sound and necessary, if the major recovery of 
business activity is later to proceed again, properly geared 
to the actual growth of consumer purchasing power. So 
far as competitive limits are concerned, it would seem that 
minimum wage and maximum hour provisions would be 
adequate. 

The broader problems confronting business and the cur- 
rent business trend are discussed in detail in a special article 
in this issue of THE MAGAZINE OF WALL STREET. Simi- 
larly, the stock exchange control bill and modification of 
the Securities Act of 1933, pending as this is written, are 
considered in a special article. 

For the purpose of this article, it is only necessary to 
point out that Federal security regulation is an accomplished 
fact, and that the stock market has had many weeks for 
mental adjustment to it. Whatever its longer range impli- 
cations, we do not believe it will be a major market influ- 
ence in the immediate future. 

As to modification of the Securities Act, the change, 
while much less extensive that might be desired, is at least 
on the beneficial side. It will be a matter of great interest 
and importance in coming weeks for investors to observe 
carefully the practical results. If investment bankers and 
corporate directorates decide that they can now risk going 
ahead with a huge total of long-deferred financing, the 
effect upon business, both tangibly and in sentiment, can 
only be decidedly helpful. 

Meanwhile, the late statistics confirm the fact of busi- 

ness reaction. Steel operating 
schedules will be lower during 








time. 

Of particular importance to 
business is the decided shift of 
emphasis away from N R A, 
many of the provisions of 
which appear increasingly im- 
possible of enforcement. Un- 
fortunately, there is still con- 
siderable confusion surround- 
ing this problem. Just as it 
was difficult for business to 
adjust itself to the codes—last 
autumn’s industrial reaction, 
it will be recalled, followed the 
imposition of N R A—it will 
be difficult for business to 


“It is anyone’s guess whether the silver 
purchase program, as permissively put into 
practice by President Roosevelt, will be 
actually inflationary in important degree. On _ Cline. 
the psychological side, however, it certainly 
smacks of inflation—as Congress intended. It 
adds one more doubt as to the precise thing 
the American dollar will ultimately be. Under 
the circumstances, one can only conclude that 
money remains in a major bear market with 
the reverse implication for common equities.” 


the week in which this article 
is published. Automobile pro- 
duction presently is declining. 
Car loadings for the latest 
week show an unseasonal de- 


On balance, however, we 
see no reason to anticipate any 
serious liquidation of invest- 
ment holdings. Without such 
liquidation and regardless of 
possible periods of  disap- 
pointed speculative unloading, 
selling movements in all prob- 
ability will be confined within 
the well-defined market range 





adjust itself to the presently 
changing status of N R A. 
This is undoubtedly one cause of present business hesita- 
tion and doubt. 

In retrospect it is now clear that the N R A, while 
solving some problems, created many new ones. Two diff- 
culties now show up plainly. First, the higher prices for 
manufactured goods made necessary by arbitrarily increased 
wages and shortened hours of labor, have met with a marked 
consumer resistance. Second, strikes and the general 
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of recent months. 

Regarding the matter of 
liquidation, it is anyone’s guess whether the silver purchase 
program, as permissively put into practice by President 
Roosevelt, will be actually inflationary in important de- 
gree. On the psychological side, however, it certainly 
smacks of inflation—as Congress intended. It adds one 
more doubt as to the precise thing the American dollar 
ultimately will be. Under the circumstances, one can only 
conclude that money remains in a major bear market. 
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Exchanges Come Under 
Federal Control 


How New Margin Requirements and Other 


HIS stock ex- 
change legislation: 
what will be its 

effects upon the business 
of buying and selling 
securities? More im- 
portant still to the coun- 
try at large, how will it 


affect the people, their 
present savings, and 
those to come? What 


influence will it have 
upon investment practice 
and what will be its 
effects upon industry? 


These are the ques- 
tions which have be- 
devilled a large pro- 


portion of the populace 
during the endless 
weeks that the mea- 
sure has dragged through 
Congress. 

There has been so 
much biased observation, 
newspaper comment, 
and uninformed gratu- 
itous suggestion that the 
subject itself, its true in- 
tention, and its probable 
results, all are becoming 
befogged. To listen to 
some, one would think 
that the country was 
about to take the great- 
est of jumps into social- 
ism or communism; 
while others see in it no 


more than the sensible regulation of something that has 
become so important to the general well-being that it has 
taken on many of the aspects of a public utility. But let 
In principle, few will quarrel 
with the objectives behind the proposed stock exchange 
(1) Control of stock ex- 
“fair”; 


us start at the beginning. 


regulation. 


Briefly, these are: 


Regulatory Provisions Affect: the Investor, 


Trader, Broker, Listed Company, Business 


By Henry Ricumonp, Jr. 
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changes with a view to making their practices 


(2) curb of excessive speculation, even though it be legiti- 
mate, and the elimination of dishonest and manipulated 
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speculation; (3) the pre- 
vention of an undue 
amount of credit being 
employed in speculation 
at the expense of busi- 
ness, and, finally, (4) to 
provide penalties in the 
event that the regula- 
tions be violated. 

It is contended by 
those in opposition that 
not only will the pro- 
posed legislation fail of 
reasonable success in at- 
taining these objectives, 
but that it must have 
many effects that are 
definitely undesirable. It 
is the sponsors’ attitude 
that the good will far 
cutweith the harm. 
In deciding the merit of 
both arguments it is 
necessary to go into the 
proposed law in some 
detail. As the situation 
stands now a bill has 
been passed by both the 
Senate and the House 
and is in conference for 
the purpose of ironing 
out the different views 
held by the two bodies. 
One such difference ap- 
pears as soon as one 
gets at the meat of the 
bill. 

Section 4 of the House 


bill denies the use of the mails, or any other instrumentality 
of interstate commerce, to any broker, dealer, or other 
exchange, for the purpose of reporting or completing a 
security transaction on an exchange that has not either 
been registered with, or exempted by, the Federal Trade 


Commission. 


Section 4 of the Senate bill ignores the 


Trade Commission and provides for the creation of a Fed- 
eral Securities Exchange Commission as the administrative 


agency. 
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This has been stressed as a difference of great importance 
by the press. But is it? Wherever the regulatory powers 
are placed ultimately, it will be the same Act that is being 
administered. Also, it is quite possible that much the same 
men do the administering by whatever name they happen 
to be called, for it would not be difficult to take some men 
out of the Federal Trade Commission and put them on the 
Securities Commission, or see that some of the men who 
would have become members 
of the Securities Commission 





than 75 per cent of its current market price be loaned 
upon it. 

There has been a great fuss and to-do about the proposal 
to regulate margins. It has been said that over-onerous 
margin requirements will cause our exchanges to lose their 
predominant position, that there will be a tendency for the 
security business to go to other countries, and that with 
such a result the United States would lose its pre-eminent 

world financial position. While 
there is a grain of truth in 





found places on the Trade 
Commission. But with the 
President backing the Trade 


Highlights of Stock Exchange 


some of these assertions, their 
ill effects seem much exagger- 
ated. There are already ob- 


Commission idea on _ the Regulation stacles in the way of a resi- 
grounds that the body admin- dent here trading in securi- 
istering the Securities Act Objectives ties abroad. The present bills 


add to them, and should the 


should also have control of _ 1. To make exchange practices “fair.” 
changes, this probably will be 5 To curb excessive speculation. practice become prevalent, 
the final outcome. 3. To eliminate dishonest and manipulated speculation. OF difficulties could be put 
The attitude to be taken by 4 To prevent an undue amount of credit being em- the way. As for New York 
the regulatory body is very ployed in speculation. ever having been the world’s 
much more important than 5. To impose penalties in the event that the regulations financial center, this was mere- 
their number or title. Because be violated. ly a new era delusion. True, 
both bills give the controlling a . ae there was a lot of money bor- 
body great discretionary Will it do these things P Will it also: rowed here, but where is it 
powers, almost everything de- 1. Result in a wave of liquidation? now? World financial cen- 


pends upon how these powers _—2. Severely curtail the liquidity of securities, which 


are employed. If they were would: 
used harshly or carelessly by 
uninformed men, untold dam- 
age might result. On the 
other hand, identically the 
same powers, reasonably inter- 
preted, might well be benefi- 
cial. While this is a subject 
on which there is much room 
for conjecture, it does not 


the down. 


a. Make corporate financing more difficult. 
b. Make corporate financing more costly. did. 
c. Result in wide spreads between bid and asked. 
d. Accentuate market swings—both the up and 


3. Put all industry under governmental control by 
means of stringent “listing” requirements? 


4. Cause the brokerage business to move abroad? 


ters and high tariffs simply 
will not mix, as London may 
some day find out just as we 


As a matter of fact, the 
necessity for maintaining high- 
er margins will probably have 
neither the disastrous effects 
that its opponents suggest, nor 
100 per cent of the good ef- 
fects for which its proponents 








seem reasonable to suppose 

that the control will be so 

exercised as to adversely affect—particularly in view of the 
disastrous experience with the Securities Act of 1933 that 
is now in process of modification as a rider to the Stock 
Exchange legislation—the flow of investment funds into 
industry, or those that supply these funds on an invest- 
ment basis. On the other hand, control may be exercised 
in such a way as to be less considerate of the brokerage 
business and the simon-pure “trader.” 


Control by Registration 


It is proposed to effect control of the various security 
exchanges throughout the country by means of requiring 
registration. Before obtaining a certificate of registration 
the exchange must agree to comply with, or do its best to 
enforce, the provisions of the bill and must also furnish 
copies of its constitution, by-laws, etc. 

Whether the Senate or the House bill or a compromise 
between the two becomes law, a new standard of margin 
requirements will be established. The Senate proposes that 
the Exchange Commission shall be given the power to 
make rules and regulations on margins, while the house 
(and also the President) wants to fix definite figures. The 
latter has written into its bill, following the provision that 
the Federal Reserve Board shall be given the power to 
issue other rules and regulations from time to time, that 
the standard in the amount of credit to be extended on a 
security (other than an exempted security) shall not be 
(1) more than 55 per cent of its market value, or 
(2) 100 per cent of the security’s lowest price during 
the three preceding years, but in no event shall more 
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hope. A_ few — shoe-string 
board-room traders may lose 
their money somewhat less rapidly, but it is very much 
to be doubted whether speculation (measured by degree 
rather than volume) will be curbed to any great extent. 
Even should all securities have to be bought outright we 
still could have, with the right external conditions, an 
orgy of stock speculation. It might be noted that some of 
the greatest speculative fiascos in history—the Dutch tulip 
boom and the South Sea Bubble, for example,—did not 
require the credit that we appear to think is essential for 
the financing of such things. Nevertheless, if the stricter 
margin requirements cannot be calculated to prevent specu- 
lation in securities, it is probably fair enough to say that 
the result, if any, will be in the direction for which its 
proponents hope—a measure of restraint on stock-gambling 
under normal outside conditions. 


Ban on Manipulation 


No valid objection can be had to the provisions that 
make such manipulation of securities as “wash” sales un- 
lawful. Nor can there be any objection to the ban on the 
dishonest publicity that in the past has been a feature of 
speculative campaigns. One can foresee, however, consid- 
erable difficulty in administering this section of the pro- 
posed law. Publicity, in which the Washington of today 
is well versed, is not a thing that will be easily “pinned” on 
any speculative group. 

The brokerage business is likely to be adversely affected 
by the section dealing with floor traders, odd-lot dealers, 
and brokers that are also dealers. Here, again, however, 
the effects will depend largely on how the law is adminis- 
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tered, for in both the House and the Senate bills the regu- 
latory body is given wide powers of exception. Never- 
theless, an idea of Washington’s view of the matter can 
be obtained from the final sub-section of this part of both 
bills, which directs that an investigation be undertaken and 
a report made to Congress with a view to considering the 
advisability of segregating the activities of brokers and 
dealers altogether. Yet, it would seem, speaking with 
rather brutal frankness, that the effects here are much more 
the concern of those who make their living by dealing 
in securities than the concern of investors, or the country 
at large. Market activity may, perhaps, be cut down to 
some extent, and a broad, active market is advantageous to 
investment and the financing of industry, but any locs of 
this desirable quality that is likely to result from the clip- 
ping of brokers’ wings should be of slight importance in 
its more fundamental effects. After all, in London they 
do considerable financing, apparently economically, 
with very much less market activity in individual issues 
than we have. 


Information for Stockholders 


The sections of the two bills that deal with the require- 
ments for listing a security have been much modified from 
those originally proposed. Previously, the authority given 
the regulatory body to “prescribe in regard to such reports 
(periodic and annual) the form or forms in which the 
required information shall be set forth, the items or details 
to be shown in the balance sheet and the earning state- 
ment, and the methods to be followed in the preparation 
of accounts, in the appraisal or valuation of assets and 
liabilities, in the determination of depreciation and deple- 
tion, in . * was thoroughly objectionable. It could be 
made to amount to management of industry. As has been 
said, however, this section has been much modified and, 
while those that will administer the act still will possess 
considerable power to obtain for stockholders and the 
public reasonable information of a company’s position and 
earning power, there will be nothing approaching a dicta- 
torship over industry. Indeed, the Senate bill contains a 
clause that pro- 
vides definitely 


the mails to over-the-counter markets that do not abide by 


yet-to-be-formulated regulations. No valid comment is 
possible upon these sections, for, like others, all depends 
upon what further orders are given. The next provision 
is aimed at preventing the “insiders” in a company from 
profiting by knowledge that is not available to the average 
stockholder. There are minor differences between the 
Senate and the House bills, but both propose to attain 
their objective by forcing officers, directors and large stock- 
holders to reveal monthly their positions in their own stock. 
One could imagine that this might have unfortunate effects 
in the event that a large stockholder wished to liquidate 
his holdings for reasons entirely aside from the affairs of 
the company, but the section should, on the whole, do 
considerably more good than harm. In the past, many “in- 
siders” undoutbedly have taken an unfair advantage of 
their position, which the proposed publicity would have 
prevented. At the same time, and apart from this, it seems 
only fair that stockholders should have full knowledge of 
the holdings of their managing co-partners in order that 
they may know whose interests are most likely to parallel 
their own. 


Final Provisions 


The bills go on to provide for the making of reports 
by exchanges and their members, for hearings by the 
regulatory body and a court review of its orders, outline 
disciplinary powers over exchanges, prescribe penalties for 
violation of the law, orders and regulations, and establish 
a civil liability for those who make misleading statements 
on which others rely in the purchase of securities. This, 
for the most part, however, is merely the practical working 
aspect of the proposed law and is not of general investor 
interest, although when one reads of the penalties that may 
be imposed one cannot doubt but that the bills have at 
least some of those teeth on which the President was so 
insistent. 

While there has been some conjecture as to the probable 
effects of certain individual sections of the proposed law, 
there has been no surmise as to the effects of the whole. 
The most impor- 
tant of these ap- 
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The Summer Business Outlook 


Political Factors and Consumer Price Resistance 
Are the Chief Obstacles—Corrective Phase Will 


Build Base for Third Quarter Improvement 


By Joun D. C. WELDON 


USINESS activity in the aggregate appears to have 
reached its spring peak—and the highest level of re- 
covery—around the end of March. To date the 

actual statistics, which lag from one to two weeks behind 
the flow of the business stream, show only a trifling reces- 
sion. But in sentiment something suggestive of a nose dive 
is apparent. Even official Washington, optimistic by in- 
stinct, is debating whether the coming business reversal will 
be of merely seasonal proportions or something more. 
Pessimistic observers apparently expect a business funeral 
and are hanging black crepe well in advance of the sad 
event. 

It is to be hoped the obsequies are premature, resting 
upon exaggerated fears. Yet some hints of approaching in- 
disposition are quite plain and should not be ignored. Let 
us take the patient’s pulse and temperature and observe 
significant symptoms. Let us, moreover, attempt to study 
his mental attitude,—for this is a very important, although 
often baffling, phase of modern pathology. 

The fact is that business is afraid, and fear is one of 
health’s greatest enemies. It smothers confidence and para- 
lyzes initiative. What is it afraid of? No doubt the recent 
substantial reaction in the stock market is one cause of 
fright. There is no scientific basis for analysis of the pre- 
cise relationship. Certainly market reaction of itself can 
and does affect business sentiment unfavorably and may, 
therefore, contribute indirectly to curtailment of produc- 
tion and trade. But when one conjectures as to the stock 
market’s prophetic vision concerning coming economic de- 
velopments, the record suggests that reservations are in 
order. 

For example: What was the market forecasting in July 
and August, 1929? Not the coming economic collapse. 
Merely an excess of human hope. Again, what was it 
forecasting in April, May and June, 1932? Merely an 
excess of human despair. Some stocks were priced then 
at but little more than the annual dividends they now pay! 


Trouble Lies Deep 


We must look deeper for the cause or causes of the pres- 
ent business psychosis. May it not be that the shotgun 
marriage of business and politics is not quite satisfactory? 
To be sure, business for years has flirted with politics, but, 
on the whole, probably without any serious intention of 
settling down permanently in union. For a time, in March, 
1933, when business scarcely knew where its next meal was 
coming from, it looked like an advantageous match. But 
the mutual adjustment has been difficult and irksome. The 
irritations grow, and it is yet to be settled who is head of 
the house. 
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On each side mistakes have been made. Politics, repre- 
sented by the Administration, concedes some of its errors 
and shows honest intention of correcting them, wholly or 
in part. But politics has changed its mind so often that 
business lacks confidence in its consistency. Today politics 
promises to hold experimentation and improvisation to a 
minimum, to lean toward orthodox financial policies and 
to give business every possible encouragement. Business 
will probably believe this—if and when the promise is ful- 
filled over a period of months. 

‘Above all, business is puzzled by the contradictions and 
paradoxes of politics. For example: A year ago we were 
hell-bent on a nationalistic economy. Today we are striv 
ing for a modified internationalism, via the route of recipro 
cal tariff adjustments. Again, politics stubbornly insists on 
driving the double team of reform and recovery, although 
they tend to go in opposite economic directions. Thus, we 
strive for reflation by means of a depreciated dollar, a re: 
habilitated banking structure and heavy Federal emergency 
spending. At the same time we adhere to a deflationary 
policy in over-zealous regulation of new financing, of the 
securities markets and of business itself. 


Nothing to Tie To 


There are other political conceptions alien to the tradi: 
tional American economic system: The conception that 
what we need is a redistribution of wealth; that corporate 
salaries and corporate earnings—at least those of the past— 
were excessive; that increased wages and shortened hours of 
labor must come ahead of profits. 

There is the pervading philosophy that our essential 
trouble is over-production. Hence, the necessity of central 
governmental planning and cf regimentation of agricul: 
ture through AAA, and of business through NRA 
Whether this general philosophy is sound or not, the point 
is that the attempt to apply it can only be a disturbing busi 
ness influence, both tangibly and psychologically. 

More specifically in the immediate business picture the 
National Industrial Recovery Act and the administration 
thereof—both as affecting employer-labor relations and the 
fixing of prices and of competitive conditions—becomes in’ 
creasingly an irritant, rather than an economic remedy. 

Here both sides—politics and business—are to blame: 
politics for the essential fallacy of the NRA concept; 
business for its folly in grasping the opportunity to impose 
trade-killing prices upon the consumer class. 

In the probable business recession of the next two ot 
three months this matter of price will play a large part. 
Indeed, its work is already apparent in many directions. 
On the whole, the proof appears clear that the initial Ad: 
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ministration objective of raising the general price level to 
the figure of 1926 is by no means a certain road to economic 
recovery. The emphasis upon price, rather than volume, 
becomes increasingly unfortunate. 


Price Boosting Disappoints 


Observe some of the effects. The initial price reflation, 
resulting from monetary depreciation, worked to the bene- 
fit of the sorely depressed farmers, raising basic raw com- 
modities much more than finished products and thus reduc- 
ing the disparity between farm and manufactured prices. 
But the peak of the farmer’s gain had been attained by last 
July. Since then, due to NRA, the greatest advance has 
been in manufactured goods. 

The adverse effect of a price rise which has outrun con- 
sumer purchasing power is clearly apparent in the con- 
sumption goods industries, notably in textiles. By all indi- 
cations retail trade is materially under the levels of March 
in physical volume and is not much, if any, better than it 
was a year ago. Among manufacturers, wholesalers and 
retailers there is a well-marked turn toward more con- 
servative price policies in an effort to maintain or enlarge 
volume. In not a few lines price cuts are beginning to ap- 
pear. 

For the textile industry as a whole, however, 1933 was 
the best year of a decade, with the exception of 1929 and 
1927; and it is seldom that this industry has two such 
years in succession. Moreover, despite the fact that it is a 
major source of 


costs. That present production in the industry is at nearly 


60 per cent of capacity means little. It reflects stocking 
up against the coming higher prices, already duly an- 
nounced, rather than actual consumption. Of more pro- 
phetic significance, there have been six successive reduc- 
tions in the price of scrap steel in recent weeks. It appears 
certain that the present production rate will not hold. 

Automobile production has passed the spring peak and 
sales at retail are conceded to be disappointing. By all 
reports, they are more disappointing for those companies 
which recently raised prices, than for the one major com- 
pany which—cold to NR A—continues to put chief re- 
liance on minimum prices and maximum volume. 

As buyers of the products of heavy industry, the rail- 
roads are far better customers than they were a year ago 
but here, as with construction, the volume remains at a 
fraction of normal. Despite substantial improvement in 
operating revenues, more is needed to rebuild the aggregate 
working capital position. Most roads are continuing to 
economize, and will pinch a bit harder if business recedes, 
whether in seasonal degree or more. Meanwhile, PWA 
aid to the roads in buying capital equipment has become 
more conservative in its requirements as to collateral secur- 
ity. 

The two composite business indexes of greatest signifi- 
cance—car loadings and electric power production—show 
slightly greater than seasonal declines for the latest week. 

Another possibly adverse business development is the re- 
ported drought in the West. This may be greatly relieved 
by rains, and the 
full effect can 
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important in re- 
lation to the ag- 
gregate volume 
of business activ- 
ity than those of 
the capital goods 
industries. 

But among the 
heavy industries, 2 
also, the matter 
of price versus 
volume gives 
cause for sober 
thought. | Con- 
struction, nor- 
mally ranking 
with steel, the 
railroads and the 
automobile in- 
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fore mid-June. 
If it proves to be 
serious, the net 
effect will be to 
some extent de- 
flationary on the 
incomes and 
spending habits 
of the farmers 
affected, on the 
millions  in- 
directly or 
directly affected 
in rural areas, on 
the railroads 
which haul farm 
products and, in 
spreading spiral, 
upon business as 
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depressed — but 
prices of build- 
ing materials have soared and the wages of union labor in 
this field remain on an inflated plateau. Costs, in short, are 
out of line with the present level of public purchasing 
power. Due to the slowness of public works, the total 
volume of construction awards has tended to recede from 
the March level. Private construction remains more stable 
at a level considerably higher than a year ago, but never- 
theless at only a small fraction of normal volume. 

In the steel industry the price test is yet to come. The 
prices which go into effect after the close of the present 
quarter will average only some 5 per cent under the level 
of 1929, unquestionably out of line with the general level 
of purchasing power, however justified by higher wage 
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have an imposing 
summary of ad- 
verse factors. But we must not overlook the patient's 
strong points. There are many. 


Time and Tide Favor Recovery 


First, the underlying cycle of economic recovery after 
four years of acute depression is well established and is 
decidedly in our favor. It rests upon an accumulated re- 
placement demand for goods of all kinds, upon a gradually 
expanding national income and upon a hopeful national 
outlook in striking contrast with the despair of 1932 and 
early 1933. Periods of interruption are normal, serving 

(Please turn to page 160) 
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tockholders, Unite! 


Most Substantial Element in the Nation Without 


Voice or Effective Organization Against Oppres- 


sive Legislation and Corporate Mis-Management 


By James W. Gerarp 


Former Ambassador to Germany 


Mr. Gerard’s fine record in public 
life, his high standing as a statesman- 
publicist and the esteem in which he is 
held as a member of the New York bar 
admirably equip him to lead a movement 
to organize security owners for mutual 
protection against governmental tyranny 
and corporation abuses. THE MAGAZINE 
OF WALL STREET urges its readers to 
hasten to offer their co-operation to Mr. 
Gerard. He has started something of 
great potentialities for good, but the in- 
vesting public must make the idea its 
own, if it is to be effectively realized.— 
Editor. 


T is time for the stockholders of the 
United States to form a vigorous 
association for mutual protection. 

On the one hand they are oppressed by 
legislation and regulation; on the other 
hand, they are frequently exploited by 
their hired men and even by their cor- 
poration directorates. 

Prompted by demagogic interest, Con- 
gress and the state legislatures continu- 
ally enact legislation which discriminates against the own- 
ers of corporations, and a rapidly growing bureaucracy 
develops more and more of a tendency to persecute invest- 
ors. At the same time corporation management tends to 
fall more and more into the hands of minorities or self- 
perpetuating cliques. For the most part stockholders have 
themselves to blame for this double encroachment on their 
rights and interests. They have taken their maltreatment, 
alike by public servants and their own servants, lying 
down. While organized minorities in politics have virtu- 
ally robbed them, and selfish groups in their own house- 
holds have betrayed them, they have done little or nothing 
to assert their rights and defend their interests. 

Investors and property owners are the foundation of the 
industrial and economic life of the nation. They own about 
a third of the wealth of the nation, they represent the 
essential virtues of thrift and saving and they are the 
backbone of the Republic. Yet they are ignored by legis- 
lators and by those in charge of many of the great cor- 
porations, and even treated with contumely by the direc- 
tors who are the creations, theoretically, of the investors. 

Effectively organized, the security owners of the country 
could probably control 25,000,000 to 30,000,000 votes. 
No other group could compare to them in potential political 
strength. If there had been such an organization in exist- 
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ence in these recent years much of the 
oppressive and unjust legislation which 
has been enacted would hardly have 
been proposed, and such legislation as 
would have passed would have been 
constructive and corrective in the public 
interest as well as that of property own- 
ers. They would have been an effective 
barrier against radical and revolutionary 
legislation. 

In the past, self-seeking exploiters of 
investors have had the upper hand in 
the making of laws affecting the interests 
of investors; now the demagogues and 
the reckless radicals have the upper 
hand. The great middle classes have 
never had the control they are entitled 
to by virtue of their numbers and their 
substantial stake in the commonwealth. 
Recent legislation has flouted them, and 
the first concern of lawmakers has fre- 
quently been for social elements which 
are too often subversive instead of con- 
structive. 

In a democracy it is not enough for 
citizens to vote now and then on con: 
fused issues, and in a mere choice between candidates. 
They must be forever on guard. They must watch, scruti- 
nize and educate their public officers and functionaries. 
It is not the man sitting in his office at home who shapes 
legislation. It is the man who has his representatives at 
Washington and state capitals who gets what he wants 
in the clash of interests which produces the laws. Witness 
the success of the American Legion, the American Farm 
Bureau Federation, the American Federation of Labor and 
many other organizations in getting what they want, 
whether they deserve it or not. 

When the Securities Act was passed a year ago, the 
investors of the country were humbly dumb, during all 
the noise and fury over the stock exchange regulation bill 
they have not been heard from. Too often the individuals 
or small groups who have advocated sound legislation and 
opposed destructive have been as a red rag to a bull to 
legislators. Wall Street and its leaders do not represent 
the investing public when they appear before Congress. 
To bait them is to make votes, but if the investor-voters 
themselves were to appear in person or through their duly 
chosen delegates that would be something else. 

Investors will never get their rights or enjoy the political 
respect their numbers and importance should command 
until they speak in terms of votes. This can only be done 
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through a national organization, with headquarters in 
Washington—an organization adequately and ably staffed, 
always on the job. Such an organization would keep the 
investor-citizen informed of all proposed legislation inimical 
or beneficial to his interests, would know his opinions and 
forcefully express them where and in ways which would 
be effective. The investor would then cease to be a politi- 
cal abstraction—he would be votes—millions of them. 
Congress would take notice if every bill inimical to the 
group or the general public interest should evoke a cyclone 
of letters and telegrams of vigorous protest. So dumb is 
the electorate as a rule, that it is said in Washington that 
a dozen letters from his constituents frequently determines 
the attitude of a Congressman toward important measures. 
Imagine his state of mind when organized and thoroughly 
selfish minorities bury him under hundreds and even 
thousands of coaxing or threatening communications. This 
may not be the ideal way for laws to be made but we 
must be realistic, and, if that is the way laws are made, 
join in that way. 


A Force for Good 


Besides being an active agent at times of action in Wash- 
ington the organization which I have in mind could be at 
all times a great patriotic, educational institution. It could 
inculcate sound economics and stimulate civic interest and 
effective activity among the people. It could persuade solid 
citizens to take office and arouse the indifferent millions to 
their responsibilities as citizens and voters. It could do 
more than any other influence to make democracy work 
at a time when it is menaced by overthrow because it 
does not always work. 

Fully as important would be the function of such an 
organization in promoting the direction of their own cor- 
porate affairs by their owners. A corporation is a sort of 
industrial democracy, and it often fails to voice the will 
of its owners for precisely the same reason that legislative 
bodies and executive departments of government fail to 
reflect the will of the people—because they do not formu- 
late and express their will. A 


Regardless of what the law may prescribe specifically, 
shareholders are entitled to full and frank information 
concerning their corporation. There is nothing to prevent 
close corporations but as soon as stock is offered to the 
public and especially when it is listed on a stock exchange, 
a duty to make decent, understandable and detailed reports 
devolves upon directors. It is a pleasure to know that a 
majority of our great corporations are managed by officers 
and directors who make such detailed and understandable 
reports. To mention but a few, the United States Steel 
Corp., American Telephone & Telegraph, General Motors, 
American Smelting & Refining, make such reports. An 
unquestionable objective of the Security Act and the stock 
exchange bill is the enforcement of honest and adequate 
corporation reports and straight-forward information re- 
garding properties and policies. 


The Power of Massed Opinion 


If the stockholders of the country had been emphatically 
articulate between the war and 1929 there would have 
been no such business inflation as brought the final crash. 
If they had been equally assertive these past few months, 
we would not be in danger of national monetary and credit 
inflation. If inflation comes, the owners of bonds and mort- 
gages, and in the end the owners of the common stock, 
will be the ones to suffer. Inflation may seem to play into 
the hands of the owner of common stock, but a ruined 
country means ruined corporations. An intact corporation 
without order files is not exactly a prosperous concern, 
even if inflation has disposed of its debts. President Roose- 
velt is an enemy of uncontrolled inflation, his money poli- 
cies have aimed at the attainment of a sound money system. 
Day and night, he has been under inflationary pressure 
from an army of monetary zealots on the spot. It would 
have been a grand thing for him if the steady, solid inves- 
tors of the country could have been in a position to assure 
him of their backing in his purpose to provide the country 
with a sound and yet adequate money and credit system. 
And so in other fields of national policy. 

It is not the stockholder 
and bondholder alone who 





much greater proportion of 
the owners of large corpora- 
tions fail to vote in corpora- 
tion meeting than of electors 
who stay away from the polls. 
The stockholder-voter could 
be educated and stirred to ac- 
tive interest just as the citi 
zen-voter could be. Correct 
principles of corporation man- 
agement could be inculcated 
and investors could be massed 
and disciplined to assert them- 
selves against scheming cliques 
of oficers who consider them- 


“The organization I have in mind could be 
quickly called into being and rapidly extended 
to embrace the majority of the substantial in- 
vestors of the country. 
from the first, and powerful before long. While 
it would require a moderate war chest in order 
to do its work well, the fund would be small 
relative to the numbers and property stake of 
the millions of investors.” 


It could be influential 


should be interested in such 
an organization. Every owner 
of hovel or house, everyone 
holding a life insurance policy 
for himself or his dear ones, 
every thrifty person who has 
money in a savings bank is 
alike interested. The object 
of the radicals is a redistribu- 
tion of property. 

The organization I have in 
mind could be quickly called 
into being and rapidly ex- 
tended to embrace the major- 





selves masters of their real 
masters. 

Already stockholders are beginning to assert themselves 
singly and in small groups. They are ready for organiza- 
tion for control of their own affairs. Shareholders are be- 
ginning to appear at general meetings, to ask questions, 
to demand their rights, to give advice. They are beginning 
to make life lively for concealing or misrepresenting direc- 
tors and self-seeking officers. 

A stockholder is not a dummy, a member of a blind 
pool, confiding his savings to the directors to do with as 
they will. He is, on the contrary, a co-owner, a partner, 
having the right to reasonable information regarding the 
affairs of the corporation in which he is an owner. 
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ity of the substantial invest- 
ors of the country. It could 
be influential from the first, and powerful before long. 
While it would require a moderate war chest in order 
to do its work well, the fund would be small relative to the 
numbers and property stake of the millions of investors. 

I feel so deeply the need of such a protective union as 
I have outlined that I am willing to take the leadership 
in its formation, heavy task as it will be. Others have 
already volunteered to help me, and if we receive encour- 
aging responses to the announcement of our intentions we 
shall soon “take the field.” I welcome expressions of 
opinion on this proposal from the readers of THE MaGa- 
ZINE OF WALL STREET. 
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ionificant Foreign Events 


By Gegorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Money 


The monetary situation in most 
Western European countries is reach- 
ing a critical stage. One hears daily 
of rumors purporting immediate aban- 
donment of the gold standard by Hol- 
land and Switzerland. The latter, 
evert with a gold ratio of over 100 per 
cent, is suffering acutely from drastic 
declines in her invisible exports. 
While greater confidence of monetary 
stability prevails in France, she is faced 
with the dilemma of maintaining prices 
internally for fiscal purposes, while at 
the same time lowering prices of 
export commodities. After the re- 
opening of the French Parliament, on May 15, the central- 
ized authority vested in the administration may be ham- 
pered by opposition in the Chamber. 

The managed currency policy of Great Britain designed 
to keep her manufactured goods on a competitive price 
basis in foreign markets, tends to disrupt stabilizing forces 
in other financial centers. Finally, the bankrupt condition 
of Germany is forcibly demonstrated by the present gold 
cover of 5.8 per cent, the lowest on record. The continu- 
ance of individual and incompatible monetary policies can- 
not help but accentuate the uncertainty of the banking 
situation and adoption of some constructive international 
action before the year end is imperative if a new collapse is 
to be avoided. 


Branch Factories 


With increasing economic nationalism and the resultant 
restriction of export markets, the tendency to construct 
branch factories or establish subsidiary manufacturing 
companies abroad has developed to a marked extent, with, 
in general, profit to American enterprise. For example, the 
American Radiator Co. has acquired a dominant position 
in European markets through the operation of subsidiary 
manufacturing units, camouflaged, as far as possible, as 
separate national organizations. It is reported in commer- 
cial circles that net profits from operations in Europe last 
year, principally in France, England and Italy, amounted 
to, roughly, $5,000,000, thus materially helping to offset 
losses incurred by the American concern. 

Similarly, the formation in France of a new holding com- 
pany, by joint agreement between Ford and Mathis, small 
French four-cylinder car manufacturers, has recently been 
announced. This will permit the complete manufacture of 
Ford models in the Mathis plant, and undoubtedly will 
serve to expand sales of the two popular cars of low gas 
consumption, which for Ford would have proved otherwise 
impossible, in view of the stringent French quota limitations 
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on automobile imports now in effect. 
x k & 


World Wheat 


The desire to arbitrarily control and 
regulate the production, distribution 
and concomitant price level of agricul- 
tural commodities has motivated swivel 
chair authorities to go in to a huddle 
whenever, in the course of inevitable 
business cycles, the supply of these 
commodities exceeds the demand. 
Rarely have these restriction schemes 
proved successful. Sugar, rubber, 
wheat, tin, have, at various times, been 
subject to artificial maintenance of 
prices. Now, in London, delegates of the United States, 
Argentina, Canada and Australia are debating the most 
feasible methods of disposing of the world’s wheat surplus 
and concocting plans to prevent its reoccurrence. 

The present conference follows closely the one in Rome, 
which terminated without decisive results. The United 
States, Canada and Argentina agree, in principle, to the 
limitation of acreage and export quotas. Argentina, how- 
ever, favored by advantageous production costs, will un- 
doubtedly object to the proposal to establish a minimum 
wheat price; a uniform price, in any case, being practically 
impossible to enforce, with so many divergent interests in- 
volved. 

Acreage limitations would be readily agreed to by Aus- 
tralia, for the reason that sheep raising has proved, for 
some time past, more profitable than wheat growing. 

Canada and the United States, faced with such excessive 
surpluses, are eager to embrace any plan destined to amelio- 
rate the situation, even slightly. Probably more than this 
cannot be hoped for. Even though export quotas are 
diminished, European markets are not expected to be very 
important. Last year’s bumper crops have left large carry- 
overs and present prospects indicate satisfactory production 
this year in Italy, France and Germany. 

Russia will not grow enough wheat to adequately supply 
her domestic demands, but may nevertheless export small 
quantities to establish foreign exchange balances. 

Furthermore, the difficulties of securing unanimous ac- 
ceptance of any equitable scheme of acreage limitation and 
subsequently of inforcing its application are great. After 
all is said and done, perhaps the most practical solution to 
the whole wheat problem would be, following a popular 
precedent, to appoint a permanent “Rain Trust,” and then 
merely let nature take its course. 


* * * 


Soviet Linen 
Belfast exporters and Belgian weavers have, by terrific 
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price reductions, been able to retain a portion of the former 
profitable American linen market, in spite of our high 
tariff of 35 to 95 per cent on this item. European textile 
circles are alarmed, however, at Russian organizations in 
the United States. It is reported that 70 per cent of 
domestic purchases of house linen is covered by Soviet pro- 
duction, and prices quoted in the United States range for 
all linen goods from 25 to 30 per cent below other Euro- 
pean suppliers. If this rhythm of expansion continues, Rus- 
sia promises to become as formidable a competitor for Ire- 
land as Japan is for England in her cotton market. 

Russia, thus, is building up much needed foreign ex- 
change balances which, it is expected, will be applied for 
purchasing machinery and equipment from American 
manufacturers. According to the second five-year plan, 
Russia contemplates the construction of twelve spinning 
mills, with an estimated capacity by 1937, of 700,000 tons 
of flax fiber annually. 


Empire Trade 


In the midst of diplomatic wrangling over Japan’s posi- 
tion in Eastern Asia, Great Britain applies a prompt and 
potent check on profitable Japanese trade expansion. The 
British move, following the failure of textile negotiations, 
imposes quotas on all foreign imports of cotton and rayon 
goods in their colonies and protectorates. These, will apply 
retroactively from May 8. The basis of allocating quotas to 
individual countries will be the average of their imports 
during 1927-1931. 

Further upward tariff revisions, particularly affecting 
Japan, are also contemplated. While this action was 
taken with no unfriendly spirit intended, according to 
official statements, in reality curtailment of Japan’s im- 
portant textile outlets will severely impair her economic 
well-being and, undoubtedly, encourage reprisal measures, 
further obstructing international commercial channels. 


* * * 


The Saar 


Much interest is fomented by German Minister Goebel’s 
speech on the Saar question. A great quantity of people 
came to listen to him at Deux-Ponts, where he started with 
the “Front allemand” a sort of preliminary campaign be- 
fore the Plebiscite in 1935. 

The general feeling is that, as the result of this Plebiscite, 
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the Saar will go back to Germany. There is, however, a 
remote possibility of an autonomous government being 
voted for. The French element in that country is too neg- 
ligible to anticipate any other outcome. 

Whatever happens, Goebels left no doubt as to Ger- 
many’s intentions regarding this valuable industrial area. 
In spite of the altruistic stand taken by the Minister, one 
cannot overlook the advantage implied by the possession 
of so many natural resources. 


* * * 


Germany 


While the allotment of foreign exchange authorized for 
purchases of imported commodities has again been reduced 
to a bare minimum, shipments of copper and scrap iron re- 
ceived through Holland are reported to be appreciably 
heavier than normally. The extensive program of German 
aviation development is also reflected in large orders of air- 
craft and equipment from foreign sources, especially the 
United States. Coincident are the provision of the Ger- 
man-Chilean trade agreement authorizing 106,000 tons of 
nitrate of soda on a duty exemption basis, with the possi- 
bility of an additional importation of 30,000 tons before 
July 1. Well informed sources state, moreover, that heavy 
stocks of synthetic nitrate are being accumulated. These 
developments coincide with the most recent reports of 
qualified observers that German military preparations are 
progressing on a vast scale. 


Trak Oil 


The persistent and this time well-founded rumor that 
petroleum from Irak exploitations will at last come to the 
coast at Tripoli, through 500 miles of desert, about the end 
of August or early September has caused a boom in oil 
stocks on the French Bourse of the Société Francaise des 
Pétroles. Shares that had been steady at 500 francs for 
years, have soared 925 francs in the past few days. 

French holdings in these very important oil fields at 
Mossoul represent approximately 25 per cent beside Brit- 
ish and American participation. Not only importance is 
attached to the potential production of the newly developed 
fields, as regards its effects on world’s supply and prices, 
but the property in Mossoul constitutes the only French 
oil resource over which France has complete control. 





A Coal Port in the Industrialized and Much Sought-after Saar Basin 
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Clarifying Important Issues 


Dollar Equalization — 


Taxation — 


New Rubber Plan 


Two Billion for Stabilization 


HE United States is duplicating with its gold ex- 
change stabilization fund the mystery which has ever 
surrounded the similar fund of the British treasury. 

It is not positively known that the American fund of 
$2,000,000,000 has actually been touched as yet. All that 
is known is that $1,800,000,000 has been set aside on the 
Treasury’s books as “exchange stabilization fund,” that 
$100,000,000 of gold certificates were transferred from the 
Treasury to the New York Reserve Bank in exchange for a 
credit of an equal amount, and that $100,000,000 remains 
in the Treasury’s general fund, ready presumably for a 
similar transfer when the need arises. Suspicion that a 
part of the credit in the Reserve Bank has actually been 
used arises from the facts that recently there was a decline 
of more than $9,000,000 in a single day in the Treasury’s 
reported gold holdings, and that while in a recent fort- 
night $16,000,000 of gold was imported the monetary 
gold stocks of the country revealed an increase of only 
$1,000,000. As there has been no apparent reason in the 
exchange situation for selling gold, it has been guessed that 
the exchange fund has been used secretly to acquire gold 
imports and gold released from earmark for foreign account 
for use in an anticipated emergency. 


Out of Gold “Profit” 


The stabilization fund was derived from the “profit” 
made by the Treasury on the gold when the content of 
the gold dollar was reduced by 41.94 per cent. Its declared 
purpose is to keep the dollar stable in foreign exchange at 
the new gold valuation of $35 an ounce. The Treasury 
has announced that it is prepared to pay $35 an ounce 
and to sell gold at the same price whenever the exchange 
value of the dollar fell below the gold export point. As 
this is written however, there is a tendency for the dollar 
to rise to the point where there is a profit in importing gold 
from London, and the French franc is within 1/7 points of 
the gold import level. 

Under the old gold standard, with paper freely con- 
vertible into gold, fluctuations in exchange automatically 


corrected themselves through the speculative transfer of 
gold. That automatic method having been destroyed by 
the abandonment of the gold standard by the United States 
it has become necessary for the Government to be in a 
position to buy and sell gold in order to keep the exchange 
point of the dollar and other currencies, say the pound 
and the franc, at the approximate level aimed at by the 
devaluation. If the dollar should begin to gain strongly 
on the pound and the franc (that is, if fewer dollars would 
buy a given number of those currencies) it would be the 
function of the stabilization fund to cheapen it by provid- 
ing a surfeit dollar exchange through the forced sale of 
gold abroad. It is our policy to keep the dollar cheap for 
the purpose of keeping up dollar prices of American 
exports. (The cheaper the dollar is, the less foreign cur- 
rency it takes to buy American exports.) If the dollar 
fell too much—unduly elevating the cost of imports—the 
stabilization fund would be used to strengthen it toward 
the desired level by bidding up foreign exchange, through 
depressing dollar prices for gold, which would result in a 
flow of gold from this country and a rise in the dollar in 
terms of other currencies. 


Old Relationships Will Return 


If the tendency for the dollar to rise should persist, the 
fund might be sadly depleted. Eventually there may be a 
further formal devaluation of the dollar to the full 60 per 
cent of the President’s authority, which would probably 
be preceded by another period of gold purchasing at in- 
creasing dollar prices. Exchange experts think though that 
owing to the creditor position of the U. S. it will be 
futile to try to keep the dollar from returning to substan- 
tially the old exchange parities of $4.86 to the pound and 
about 4 cents to the franc. On that assumption the equal- 
ization fund will no doubt be operated in a conservative 
manner, buying or selling gold or foreign exchange with 
a view to making the transition slow and steady instead of 
fluctuating wildly on the way with disturbing effects on 
commerce. 





Rubber Industry Again Attempts Control 


HE rubber world is wondering whether the new 
combination to regulate the output of raw rubber 
is likely to repeat the history of the notorious Steven- 

son restriction plan which was organized in 1922. Under 
that plan the rubber producers became little more than 
greedy grabbers of any price for rubber, and entirely for- 
got the original intention of price stabilization. The 
Stevenson plan, to which the Dutch interests were not 
subscribers, was essentially a British-Colonial enterprise; 
nevertheless it resulted in an increase of crude rubber 
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prices from 40 cents a pound in 1922 to $1.23 in 1925. 

The rocket-like ascension of prices was mainly due to 
the recovery of the United States from the depression of 
1920-21 and the tremendous boom in the manufacture of 
automobiles and their tires. Prices of manufactured rubber 
goods in the United States ascended skyward and tires 
which had formerly sold for $20 or less went as high as 
$50 and $60. The same size of tires can be bought today 
for $12 to $15. Consumer resistance developed sharply in 
the United States and was organized and stimulated by 
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Herbert Hoover, who = = ————— 
was then Secretary ° 

"Commerce. Old The following quotas have been allotted for 
tires were used as the next five years: 


long as possible and 
great emphasis was 


(French-Indo China has 


Although the 
American price is 
now about 14 cents, 
the equivalent gold 
price of 8.4 cents 
should be compared 
with the 3 cents of 


an uncertain allowance) 








pl laced on re-use of 5 SNe sean ee Long Tons———— 

their rubber. This wae 1998 1998 1987 1008 March, 1933. The 
saege in a precipi Malaya.. Lc .ccssse. 504,000 538,000 569,000 589,000 602,000 United States con- 
tate collapse of rub- Netherlands India........ 352,000 400,000 443,000 467,000 485,000 sumes almost half of 
ce Prices, while at Colin... 17,500 79,000 80,000 ~—s 81,000 ~_— 82,500 the entire crude rub- 
the same time the India...... 6,850 8,250 9,000 9,000 9,250 ber output of the 
Dutc h East Indies, Burma..... ea iets 5,150 6,750 8,000 9,000 9,250 world, which in 1933 
which were not in Nor ORiS0e-- cc. tees 12,000 18,000 14,000 15,500 16,500 amounted to 835,000 
the Stevenson agree- Sarawak........ 24,000 28,000 30,000 31,500 32,000 tons, being about 
ment rapidly in- EES Seer ne ere 15,000 15,000 15,000 15,000 15,000 twice as large as it 
creased their produc- 996,500 1,088,000 1,168,000 1,217,000 1,251,500 was 10 years earlier. 


tion. Finally, the 
Stevenson program Se 





The raw rubber sur- 
> Taare plus of the world is 








collapsed in 1928 

W hen announce- 
ment was made on April 29 this year of the intention to 
create a new East Indies rubber restriction program, prices 
jumped from 12/4 cents to 1544 cents a pound, but weak- 
ened recently when “International Rubber Regulation 
Committee,” in charge, announced a moderate program 
of restriction for the last seven months of 1934; namely, 
full export quota assigned to each rubber territory to pre- 
vail during June and July, 90 per cent in August and 
September, 80 per cent in October and November, and 
70 per cent in December. The proposed agreement which 
now awaits only official confirmation and necessary legis- 
lation, having had preliminary approval of the various 
colonial and central governments involved, is intended to 
run for five years. 

Unlike the Stevenson agreement, the Dutch are members 
of the new restrictive enterprise, and Siam and French Indo- 
China are also included, the former being allowed a special 
concession of new planting, and the latter particular export 
privileges. Fully 90 per cent of the producing areas of 
the entire world is covered. The plan is to avoid further 
planting of rubber trees in now developed areas, limits re- 
planting to 20 per cent and forbids the exportation of 
tree stock to other regions. It is intended to hold world 
production in 1934 to approximately a million tons and 
to permit an increase of about 25 per cent by 1938, pre- 
cisely, to 1,251,000 tons, not including the exports from 
Indo-China. 

The general disposition at present of the great rubber 
consuming companies of the United States is to view the 
new agreement tolerantly and to give it the benefit of the 
doubt as to its purposes and prospects. It is well under- 
stood here that an important factor in the continuation 
of the world- 


put at 625,000 tons, 
which is enough to 
last for 10 months at the present rate of consumption. 
The United States supply is calculated at nine months. As 
the consumption of rubber is permanently increasing, par- 
ticularly in Japan and Czechoslovakia, the rubber planters 
are confident of prosperity just ahead if they can effect 
orderly control of production. Should the producers again 
become greedy, however, the United States will not again 
be alone in vigorous opposition to oppressive monopoly. 
The essential difference in policy of the new plan from 
the Stevenson plan is that it rests its hope of stabilization 
on control of production instead of direct price control. 
The most plainly visible fly in the ointment at present is 
the possibility of rapid development in French Indo-China. 
The bud-grafted rubber trees of that developing region 
produce a larger percentage of rubber per tree than those 
of any other country; and on the basis of present planta- 
tions the production may run to 60,000 tons by 1941, as 
compared with 13,000 a year ago. The danger is that 
the already certain increase of production in Indo-China 
may involve a future rupture of the regulatory plan. How- 
ever, the plan inherently appeals to all the colonial govern- 
ments and their mother countries because of the dire 
necessity of improving the economic condition of the de- 
pendencies. Skeptical observers who have noticed the 
virtually unbroken record of failure of all natural product 
price control schemes expect that the new rubber agree- 
ment will run true to type. It is predicted that it will be 
impossible to manage the thousands of small native planters 
now in the business who were not in existence at the time 
of the Stevenson plan. There is also the possibility that 
prices may advance so high and so rapidly as to invite 
competition from reclaimed rubber. There is the further 
possibility that 
couraging 





wide depression 
is the low price 
of raw rubber. 


ie keke ser Earnings of Leading 


prices will stimu- 
late the develop- 
ment of synthet- 
ic rubber manu- 


Rubber Companies 





American manu: Dollars a share by years Recent sé 

facturers in ex: Company 1929 1930 1931 1932 1933 —~Price facture. 

port markets Goodyear.. 9.34 3.16 0.14 4.24 40.79 29 American 
have more than Goodrich. . . 4.53 8.55 8.01 6.73 40.46 1314 manunfacturers 
offset gains that Firestone..... : 3.27 0.65 1.26 1.07 0.21 18 | and distributors 
may have re U.S. Rubber.............. di.31 8.32 9.73 410.55 43.50 19 | of rubber goods, 
sulted from the General Tire. ....... 15.98 6.35 d4.01 0.15 2.67 78 particularly auto- 


ruinously low 
prices of rubber 
which reached as 
low as 3 cents a 
pound in March, 





d—Deficit per share. 
Note: 


Above data computed before adjustments for inventory and foreign exchange 


variations; the full effects of rising and falling rubber prices in the above five years are reflected 


in these earnings. 
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mobile tires and 
tubes and rubber 
footwear, may 
find their busi- 
ness seriously 
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affected if much of a price increase results from the new 
agreement. The planters are reported to be of the opinion 
that 22 cents a pound is fair remuneration for them. In 
fact, minimum. As the average tire takes 14 pounds of 
rubber, an increase in price from the 3 cents of 1933 to 22 
cents, would mean a basic increase of $2.66 in the price 
of tires; but on this would be imposed the manufacturers’ 
gross profit margin and also the percentage allocated for 
distribution. It is not thought, however, that such an 


increase would be restrictive of sales of finished goods or 
of demand for natural raw rubber. 

All of the American companies which have producing 
rubber plantations would be subject to the producers’ 
agreement and would not derive any particular supply 
advantage from the production of their own raw material. 
On the other hand, their revenues as raw rubber pro- 
ducers would be increased by any lifting of the price of 
crude rubber. 





More and Still More Taxes 


HE Federal debt is in the neighborhood of twenty- 
four billions of dollars, while states, counties and 
municipalities have obligated themselves to the ex- 

tent of some eighteen billions of dollars more. On all this 
interest must be paid and, in theory, the whole debt must 
be paid off some day. In total, it is a new high record 
for the country. Following the War, we prided ourselves 
in the rapidity with which the Federal debt was being 
reduced and serenely ignored the fact that the debt of 
other governmental bodies was rising at an even faster 
rate. Since the depression the trend in all kinds of public 
debt has been unmistakable. It has been sharply upward. 
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TABLE I | 

Per Capita Tax Burden at Par of Exchange | 

1926 1930 1932 | 

Te eee eee $73.84 $83.33 $64.09 | 
United Kingdom ........... 90.93 92.68 93.85 | 
Op Sa en eae 44.56 53.97 37.65 | 
41.99 56.30 54.26 | 
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For all this the taxpayers of the country are obligated. 
The President has just signed the new revenue bill which 
is estimated to raise an additional $417,000,000 for the 
Federal Government. Throughout the states, counties and 
municipalities there are a myriad La Guardias losing sleep 
over the effort to devise new ways of removing the shirt— 
already rags—from the taxpayer’s back. The new Federal 
law is a “soak the rich measure’—and is no better for 
being so. Its highlights include the reduction of the levy 
on small incomes, higher estate, gift and surtaxes, a direct 
capital levy (as if the depreciation of the dollar did not 
ge far enough along this line) a minor change in the per- 
verted view that capital gains are income, a basely-moti- 
vated tax on Philippine cocoanut oil and, finally, the busi- 
ness-disrupting provision prohibiting consolidated returns. 

Nor is it as if the hard-hit taxpayer can derive any con- 
solation from the thought that he is producing enough. 
He digs down into his pockets deeper and deeper, but never 
has the satisfaction of finding that he has gone deep enough. 
One shudders to think what our taxes will be when the 
Federal Government balances its budget and all the states, 
counties and municipalities do the same. 

Neither is it possible for the American taxpayer to look 
abroad and say “But look how very much worse off they 
are over there.” It is true, for example, that the British 
per capita debt is considerably higher than ours, including 
both Federal and state, and also that their income taxes, 
especially in the lower brackets, are much higher than ours. 
But this is far from the whole story and it is quite time 
the dangerous popular delusion that our taxes here are far 
below those of foreign countries was killed quite dead. 
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The accompanying tables were prepared by the National 
Industrial Conference Board. 

Table I shows that in 1930 the individual in Great Britain 
paid, in all forms, only some 10 per cent more than the 
individual in this country—a popular guess probably would 
have been that over there they paid two or three times 
what we did. Also, while the year 1932 shows a bigger 
margin in our favor, the vast unbalance of our budget must 
be taken into consideration. What would have been the 
comparison had we raised by taxation all that was spent 
by our governments? Also, the table is destructive of 
another delusion in as much as it shows that in France 
they pay taxes too! 

Finally, the table is interesting from another point of 
view. It shows the tax burden in Germany, although 
smaller than that of the three other countries, to be quite 
a heavy one. Now a large proportion of tax revenues in 
all important countries, including Germany, are re-disbursed 
by the tax-raising body as interest on debt. Yet, here are 
our inflationists arguing that by their methods debt is 
eased, perhaps eliminated, and that this is exactly what we 
need now to take the burden from the shoulders of in- 
dividuals and public bodies. While no one can deny that 
a sufficiently vigorous inflation will wipe out debts, past 
history also shows very clearly that, in addition to doing 
this, it almost kills the patient, and that this unfortunate 
can only get on his feet again by borrowing, in “real 
money” almost what he owed originally. 

This, however, is somewhat aside from the point. Table 
I fails to take into account a very important consideration, 
namely, “capacity to pay.” The real tax burden must be 
measured by its relation to the individual’s income. Here 
the Conference Board is again helpful, as shown in Table IT. 








TABLE II 


Tax Payments as a Percentage of Total Income 
1926 1929 1930 1931 1932 


United States ... 11.0 11.8 14.6 17.1 20.3 
United Kingdom . 23.0 21.4 22.2 25.7 wa 
Germany ....... 18.6 18.9 20.2 21.4 21.9 
REREOD: 5 wee Scie 19.3 22.5 23.5 25.2 

















This table is significant as an illustration of how taxa- 
tion’s percentage of total income has gone ahead by leaps 
and bounds in the United States, nearly doubling between 
1926 and 1932, and, although the individual’s true burden is 
still some 25 per cent under that imposed on the unfortunate 
inhabitant of Great Britain, a year or two's continuance of 
the present trend would make it possible for us to boast 
that, in yet another sphere, things were bigger and better 
here—that we had become the “most heavily taxed people 
in the world.” 
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By E. K. T. 


The President committed a curi- 
ous blunder when he permitted the De- 
partment of Justice to seek an indict- 
ment against Andrew Mellon, former 
Secretary of the Treasury, for alleged 
lapses in his personal income returns. 
The charges did not get to first base 
with the grand jury, which is a pretty 
good demonstration that they must 
have been of a most flimsy nature. The 
significance of this blunder is that like 
the postal air mail service bull it was 
of petty politics origin, something that 
an Administration which justly claims 
to be of much more than mere partisan 
responsibility and authority should 
have most carefully avoided. Attorney 
General Cummings is undoubtedly the instigator of this 
glaring mistake, but the President will and should receive 
the condemnation. 

Relatively minor affairs of this sort often do more 
damage to an Administration than mistakes of major 


policy. 


Darrow’s NRA investigation is another mess which 
might have been avoided. It was a job for cold and impar- 
tial inquiry and judicial decision. Darrow is constitution- 
ally against authority of all kinds, for rebels and against 
rulers. Four other members of the commission are of the 
type that would delight in making trouble for big business. 
N RA is boiling over with suppressed resentment against 
this biased investigation. It has troubles enough without 
having them manufactured. The charge that some of the 
big codes are administered to the detriment of small con- 
cerns is silly, as a general proposition. Plenty of small con- 
cerns have suffered under NRA but that is because the 
National Industrial Recovery Act was aimed at sweat- 
shoppers. I know of some instances in which clamorous 
complainants posing as poor little fellows have turned out 
to be nothing but oppressors of labor and mean chisellers. 
The hope of NRA as a constructive institution lies with 
the big concerns. In these later years many of the heads 
of great enterprises have developed statesmanlike qualities, 
and they welcomed NR A as a golden opportunity to see 
what could be done by business management, under Gov- 
ernment authority and supervision, to take some of the 
ups and downs out of economic life. 

Such men have leaned backward to see that the little 
fellows got all that was coming to them. If they are 
discouraged by authorized slanderers NRA will lose 
its motive power. It can’t work without the co-opera- 
tion of real business. 


Sugar Act is likely to turn out to be sweet for general 
business, as well as for Cuba. Its the first real attack that 
has been made on the Cuban problem. As a by-product of 
the Act, which insures Cuba a fair quota of the American 


for MAY 26, 1934 





market, the President reduced the duty 
on sugar by ¥% of a cent a pound 
which, owing to Cuba’s preferential 
under the Platt amendment, makes the 
duty on Cuban sugar only 1% cents 
as against 2 cents hitherto. Coming 
tariff negotiations with Cuba will prob- 
ably reduce this to less than one cent. 
A commendable feature of the act is 
that imports of refined sugar from 
Cuba are limited to 22 per cent, thus 
tending to maintain the sound estab- 
lished practice of refining imported 
sugar in the United States. 


Business now knows the worst of 
Congress. The Wagner and the 30- 
hour week bills are dead. The Stock Exchange bill is as 
good as law, and Congress is in too much of a hurry to 
get home to welcome any more menacing measures or to 
wrangle over those on the calendar—silver excepted. Be- 
sides the “swing to the right” is gaining strength though 
some of the swing results more from fatigue than from 
volition. The President is tired of the endless succession 
of legislation, factional quarrels and brain trust throbs and 
eager to turn his attention to administration. He has all the 
new implements and instruments he wants, for the time being. 

He is impatient to begin pushing buttons and pull- 
ing levers. I am told that he is particularly keen to get 
his hand deep into the National Recovery Administra- 
tion and AAA, and restless to begin tariff trading. 





Silver bill may give him a delightful gadget with which 
to try again the mystic game of raising prices by cheapen- 
ing money. The President does not concede that 
the attentuated dollar has finally flopped, but he is disap- 
pointed. Doc Warren sold him the idea last October that 
price levels would be out of the trenches by February. Not 
being out then, they were kept where they were by status 
quo devaluation. 

The introduction of silver as basic money gives an- 
other opportunity to see whether a lot of cheap hard 
money can make a lot of business. Manufacturing 
prosperity still fascinates the President. 


Reactionaries are trying hard to make it appear that 
Reed’s victory over Pinchot in the Pennsylvania Republi- 
can primaries was a blow for the President. They forget 
that registration showed that a large part of the Republican 
progressives in Pennsylvania have gone over to the Demo- 
cratic party. That left the G.O.P. loaded up with Con- 
servatives, who have always been constitutionally against 
Pinchot. 

If I had to judge the matter I would say that the Pin- 
chot vote was an amazing proof of the popularity of the 
New Deal in Pennsylvania. 

(Please turn to page 162) 
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eeting Today’s Investment 


Problems With Safety 
and Profit 


Three Plans for Balanced Investment Programs 


By A. T. Miter 




















UCCESS- enema: card for card in 

FUL invest- | the forlorn hope 

se nt is Suggested $10,000 Program that some day 
never easy. Over Quantity Security App. Outlay Return one will meet 
the past few | 1M Treasury 38, 1951-1955....................005 $1,000 $30 ee! the eogeree 
, and given anc 
eg jj sa ahiga | 1M Chicago, Burl. & Quincy Gen. 4s, 1958........... 1,020 40 men one’s 
dificult | 1M erie Gen. Pesor dilen 4s, 10GB... sk ccs ec ewe 960 40 companions by a 

apd age | 1M Massachusetts Gas Cos. 5128, 1946............. 990 55 arkable 1 
than ever, for in | . remarkable per 
addition to the ee ee errr Terre 1,000 70 spicacity, but as 
ordinary — | 25 sh. Beech-Nut Packing ............sseeeseseesees 1,500 75 showing what 
nomic factors | 20 sh. duPont de Nemours .........22csseccessecccce 1,620 52 has oe. 
which it is neces: 50 sh NS, sia eis oie re io Go mm bine eee wie ods hs as, 1,500 50 sound co = os si 
sary to consider or : rind should similar 
always, the indi- _— sated conditions be met 
vidual is con- = ciate ae in later play. As 
fronted with no bridge hand 
political policies is exactly the 


of price-raising, regulation of business, curtailment of out: 
put and also, in the case of anything with an international 
flavor, with tariffs, quotas, embargoes and a hundred other 
restrictions on the free movement of goods and money. One 
can buy the very soundest of securities for the very best of 
reasons, and be right on every count, only to have some law 
passed, or a regulation imposed, by some governmental body 
that will have the effect of putting the investment boat on 
the rocks. 

Yet, it must not be thought because of the added difficul- 
ties that the situation is hopeless. Bad, indeed, is the risk 
that cannot be offset if only the possibility of its eventuat- 
ing be recognized beforehand. The three investment pro- 
grams that accompany this article have been prepared on 
one basic consideration. They represent an attempt to 
modify unknown and unknowable hazards by obtaining an 
average result. It is unreasonable to suppose that all the 
securities mentioned will ultimately turn-out to have been 
the best that could have been obtained. On the other hand, 
the lists have been prepared with such care that it is not an 
illogical assumption to suppose that with fair periodic super- 
vision those that turn-out satisfactorily will outweigh those 
that do not. 

Before discussing, however, the programs in detail, let us 
make one point perfectly clear. These lists of securities are 
more important as an illustration of principles than an end 
in themselves. They should be considered as the contract 
bridge problems in the daily papers—not to be memorized 
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same as another, so never are the investment needs of two 
individuals identical. One with a substantial annuity 
might well reason that this is virtually the fixed income 
from a bond investment and therefore that he can logically 
decrease the number of bonds in his selected program and 
increase the stocks. One with a business of his own might 
reason that this were a large enough industrial risk and that 
it were better for him to concentrate more heavily on bonds. 
There is no end to the possible modification. A man with 
dependents naturally will be more cautious than one with- 
out; a younger man usually can take greater risks than an 
older one; while a man whose employment is assured need 
not “play as safe” as the man whose position is precarious. 

With the necessity for flexibility understood, something 
may be said of the specific objectives behind the suggested 
purchase of the various securities. It will be noticed that 
all three plans recommend a certain amount of United 
States Government bonds. These, and also to some extent 
the high-grade corporate bonds, constitute the cash reserve. 
The percentage return, of course, is small, but they can 
always be sold, and sold for about what was paid for them. 
These high-grade bonds are vulnerable, so far as the indi- 
vidual is concerned, to but one thing—an increase in the 
cost of living. Whether this is brought about by any so- 
called inflation, or something which is not generally con- 
sidered inflation, makes not the slightest difference. If the 
cost of living goes up, the income that the investor receives 
from his bonds will buy less, and he therefore suffers. Also, 
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in this event, 
coupled with the 
necessity of sell- 
ing his bonds, he 
might suffer an 
added price loss, 
for a rise in the 
cost of _ living 
tends, after a 
time, to raise in- 
terest rates and, 
therefore, depress 
the price of 


bonds. Never- 
theless, the pos- 
sible or prob- 





able under pres- 
ent conditions, 
for the Govern- 
ment still appears 
bent upon raising 
prices—disadvan- 
tages of a first 


class bond do not justify its elimination from investment 
portfolios together. The disadvantages can be offset, while 








Quantity 
2M 


1M 


1M 
2M 


20 sh. 
50 sh. 


30 sh. 
20 sh. 
40 sh. 
25 sh. 
40 sh. 
25 sh. 





Suggested $20,000 Program 


Security App. Outlay 
Treasury 38, 1851-1955 ....... css eee cee s eves $2,000 
Jersey Central Pwr. & Lt. 1st & Ref. 

(now Ist) ‘°C’? 4348, TOG1.. 2.2. cee ene 930 
Mational Bree Lab Gs, WOSG. 6.60. 6 ce cee 1,025 
Union Pacific 1st R. R. & L. G. 4s, 1947......... 2,080 
STariisGn-WelEel CG WEST. osc si chews wets 1,940 
Metro-Goldwyn Pictures 7% pref.............. 1,250 
THGCTSOU-BaNd 2... ccc ccc e ete ccesseevee 1,740 
PASwOLG SOW OTH 8 ie os ee tie sien ee aed vinees 1,840 
PR OUBELICO CUUBUINCOL 5 ois 16:65.8 Sisie aws 0s Be a Cees ns 1,680 
SSRMOWE  WUMEMIEED, Faire si acdo Gis soe eS ane 'e aa eree ce 1,650 
Standard GOll (QleW DeOrsey) ..6 os cee ceee sacs 1,640 
SOLER PTOGUCES, «oo 5's Sin esse: S eiste os os elec 6 eee ae 1,450 

$19,225 





Return 
$60 


45 
50 
80 


120 
94.50 


45 
100 
40 
50 
40 
95 


$819.50 








the advantanges remain always. 


The preferred stocks have been included for the purpose 
As a security, a good preferred is 
very similar to a bond; a second class preferred resembles 
more closely a common stock. The preferreds suggested in 
the accompanying lists vary between strong and medium 
None warrants the appellation “second-grade.” 

The common stocks selected are representative of the 
This type of security, of 


of raising the return. 


grade. 


best companies in the country. 


course, has disadvantag 
are not the disadvantages 


circumstances 
that would prove 
adverse to the lat- 
ter should tend 
on the whole to 
benefit stocks, al- 
though it might 
be remarked in 
passing that a 
violent rise in the 
cost of living— 
ie., drastic infla- 
tion—really bene- 
fits no one, for, 
while stocks tend 
to rise, their gains 
fail to offset the 
rise in_ prices. 
Nevertheless, 
they will be 
found to provide 
the majority with 
the best available 
insurance against 
the disaster that 
conceivably 
might overtake 
bonds. This, and 
the fact that in 
common _ stocks 
there is the pos- 
sibility of profit, 
are the principal 
reasons for their 


for MAY 26, 1934 


These disadvantages, however, 
of a high-grade bond. 


and proven. 


velop. 
Indeed, 








Quantity 
5M 


Suggested $50,000 Program 


Security 
Treasury 38, 1951-1955 .........-- ee eee ere cees $5,000 
Allis-Chalmers Deb. 5s, 1987.........--+--e-ee> 1,960 
Armour & Co. (Ill.) R. E. 1st 4148, 1939....... 1,960 
Baltimore & Ohio 1st 4s, 1948............-.06- 2,000 
Cons. Gas, El. Lt. & Pr. of Balt. 1st Ref. 4s, 1981 2,060 
Lake Shore & Mich. Sou. 1st 314s, 1997......... 1,840 
Public Service of New Jersey Perp. 6% certs..... 2,320 
Genoral Mis 6% MTEL... ccs eee eens 2,180 
National Lead ‘‘B’’ 6%: pref..........000-. 2,200 
Be SO TF Fo WIR oka Se ee pawns 2,580 
APA MOONS 6 ncs.'s iat Wea Big ced GSTS Dye Shey 9's NRE 2,300 
Bohn Aluminum & Brass............ scetiae “Soe 
WOON 6.66 idee eaee nme 2,200 
duPont de Nemours.............. 2,430 
pe eae a ee a eee ee 2,325 


ee ee ee 2,225 





PUVOTMMEIONSA TICKED. o.oo bss ccs ce wccas coun 1,300 
TS AS Sa ae na ne eo 3,500 
ORT IS) isis C-SRC S ore we Rod sears ds SROs 2,240 
Ruberoid ......... angles de are gta ors sana Giana Deepal 1,500 
MME RIIN fo ose anil G Sian acthb:s elodbre Sete ah ees ew aleenes 1,680 
RRM TNLI OY 62 a6 6 soo LAREN Ga Seether eee ew see 2,100 

$49,490 


* Paid this year. 
** Partly extra. 
+ Plus extras. 


App. Outlay 


Return 
$150 


100 
90 
80 
80 
70 

120 


120 
120 
140 


100 
90 
125 
78 
100 
125 
10* 
125 
88** 
50 
30+ 
7TH** 
$2,066 


| 











prominent place 
in the accom- 
panying  invest- 


ment lists. These 
reasons, when the 
investment pro- 
gram _ includes 
securities that are 
not subject to 
such objections 
as the tendency 
to fluctuate 
greatly in capital 
value and the in- 
come provided, 
are excuse 
enough for their 
inclusion. 

Of the stocks 
themselves little 
need be. said 
other than that 
they represent 


ownership in many and varied businesses, old-established 
An attempt has been made to embody in 
every list both stability and the possibility of profit. While 
these two desiderata need. not necessarily be distinct, it 
is a fact that they usually are. 
mon stock, whose dividend is neither likely to be raised nor 
lowered in the near future and whose market price is ruled 
more by money rates than any expectation of fundamental 
change in the business. On the other hand, there are those 
stocks whose future is less assured, but for which one can 
foresee greater possibilities should the favorable actually de- 
With both types represented in each of the pro- 
grams, the individual need be in no fear that he is following 


There is the type of com- 


an unbalanced 


plan. 
And it is “bal- 
ance” according 


to type of secur- 
ity, income, and 
possibility of 
profit that is so 
essential to logi- 
cal investment at 
the present time. 
Because none of 
us are  omnis- 
cient, it is only 
by “balance” 
that we can hope 
to escape the 
worst effects of 
unknown haz- 
ards. It is be- 
lieved that this 
requirement i 
well met in th 
accompanyin 
programs and 
that those who 
follow them, 
with the modifi- 
cation necessary 
according to their 
own need and 
position, need 
have no fear for 
the outcome. 


n 


e 
g 
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HE MacazINzE OF WALL StrEET’s Bond Ap- by the tabular matter or by the comment. For those 
praisals of active and important bonds is pre- — who desire to employ their funds in fixed income-bear- 
sented in two parts. The sections alternate with ing securities we have “double starred” the issues 

appropriate alterations and additions, so that holders | which appear to us most desirable, safety of principal 
and prospective buyers of bonds may be constantly in- being the predominant consideration; while a single 





























formed as to the effect of developments in the largest star designates those which, while somewhat lower in 

number of issues. quality, nevertheless provide an attractive income, or 
Naturally, it is understood that all the issues men- offer possibilities of price enhancement. 

tioned do not constitute recommendations, although Inquiries concerning bonds should be directed to our 

the relative merit of each is clearly indicated either Personal Service Department. 

































































Railroads 
Total Amount Fixed Charges —— 
funded ofthis times earned} Price 
Company debt issue —_—_ —_——_——. _ Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 “Call? Recent Maturity ; biel 
Central R. R. of N. J. Gen. 5s, 1987......... 56 50 7 .6 NC 107 4.6 Good bond, tho represents large proportion 
of total debt. 
Chicago & North Western Ry. we 
RIN eos cise ore b sss e wie wlewsase © 428 141 3 6 NC 82 6.1 Medium grade. 
1st & Ref. EN 6 cine espe saaee-esiene 428 79 3 .6 NC 52 8.6 Junior to issue above. 
Conv. 434s, 1949 Pee cn Sas avis os niecne 428 72 me | .6 105 ’34* 45 13.3 Unsecured. Speculative. 
Secured eee errr 428 15 .3 .6 NC 91 11.7 Secured $18,000,000 Gen. 5s. 
Milwaukee, Sparta & N. W. ist 4s,’47.... 428 15 3 6 NC 70 7.7 {Outstanding at a high rate per mile. Second 
St. Louis, Peoria & N. W. 1st 5s, ’48...... 428 10 3 .6 NC 74 8.1 | grade. 
Great Northern Ry. ; 
ist & Ref. AP tus, 2 Se ee 356 72 3 8 105 ’41 97 4.7 Prior liens total $103,000,000. Good grade. 
Gen. “A” %s, 7.1.36...... ee eee 356 218 .3 8 NC 95 9.8 Junior to issue above. 
Eastern Ry. Minn. Nor. Div. 1st 4s, ’°48.... 356 10 3 8 105 oi Better grade bond. 
Montana Central Ist 6s, 7.1.87........... 356 10 3 8 NC 103 4.9 Reasonably strong. 
St. Paul, Minn. & Man. Cons. (now 1st) 
ON Sera 356 41 3 8 10214 * 105 4.3 Better grade. 
do Montana Ext. 1st 4s, 6.1.387......... 356 22 .3 8 NC 101 3.6 Sound issue. 
do Pacific Ext. 1st stg. 4s, 1940......... 356 £6 .3 8 NC me Good bond. 
Illinois Central R. R. 
SS cre lacus sb eben en dea 373 13 8 1.0 NC 100 4.0 Better grade investment. 
obese séneh aw se ase sae 373 62 8 1.0 107% 84 5.3 Prior liens total some $57,000,000. 
ER hike sos svn eecrdice ace 373 15 8 1.0 NC 81 5.7 Collateral consists first mtge. bonds of feeder 
roads. ow strong. j : 
15-yr. Sec. 64s, 7.1.36................ 373 8 .8 1.0 NC 102 5.4 Medium grad E 
4% Leased Line Stock Certificates...... 373 10 8 1.0 NC 62 6.5 ners A 10 000 shares Chic., St. L. & N. O. . 
air holding. 
at See eee eee 373 35 .8 1.0 10214 '°36* 70 7.2 
Se len eam ate 373 20 "8 1.0 101°38* 84 12.6 {Unsecured by mtge. None too strong. 
*St. Louis Div. & Ter. 1st 334s, 1951. 373 13 8 1.0 NC ea Spee ee 
Purchased Lines ist 3}4s, 1952. are 12 8 1.0 NC 80 “Hes fish cies beta 
Louisville Div. & Ter. 1st 3's, 1953. 373 23 .8 1.0 NC 87 4.5 Better grade. 
Chic., St. Louis & N. O. Joint 1st Ref. “A” 
5s, "1963 oR A Oa perry 373 69 .8 1.0 110 79 6.6 Still — grade, despite betterment in 
traffic. 
L., N. O. & Texas Coll. Tr. 4s, 1953..... 3873 23 9 1.0 NC 74 6.4 Reasonably strong. 7 
Chic., St. L. & N. O. Con 1st 5s, ’51.... 373 18 8 1.0 NC 105 4.6 Good grade. 
Kansas City Southern Ry. 
SD oi in bao hn 455 ww wn 48 00:00 0 67 30 6 6 NC 77 5.1 Reasonably good holding. E 
oo _ ee e 67 21 .6 .6 105 77 7.5 Junior to issue above. 
Texarkana & F. S. ist 544s, 1950....... 10 10 1.0 es 10714 90 6.5 Fair grade. 
New York, Chicago & St. Louis R. R. : 
8 Ot) rere 161 17 5 9 NC 99 4.3 Good grade. 
Ref. on DO nee 161 99 .5 9 102 64 7.2 Junior to issue above and prior liens thereto. 
LS SS arr eee 161 15 .5 2 100 74 ... Unsecured and speculative. 
Reading Co. = 
*xGen. * Ref. “A” BI OEE wedascecaxe« 136 74 1.4 1.7 105 102 4.4 Better grade bond, tho represents large pro- 
portion of total debt. 
Jersey Central Coll. 4s, 1951........... 136 21 1.4 Rf 105 97 4.3 Collateral is valuable. Good bond. - 
Texas & Pacific ~ om - 
ee eee eer 85 25 1.0 1.0 NC 108 4.6 Well secured. 
Gen. & Ref. wer Te, 1979 shee See 49 1.0 1.0 105 ’39* 82 6.2 Junior to issue above. - 
** Washington Terminal 1st 3l 68, gens... ait 12 ee ~~ NC a6 ... Guaranteed B. & O. etc. High grade. — 
Public Utilities 
Am. Gas & Electric Deb. 5s, 2028........ 195 50 1.9 2.7 106* 90 5.6 Among the best of holding company issues. = 
American Water Works & Electric Co. 
Conv. Coll. Tr. Se, 2044.......ccccccces 185 15 1.2 1.2 102* 104 4.5 henly pledged is valuable. Good, sound 
ond. - 
Deb. “A” 6s, .. NS oe eS eS 185 11 1.2 1.2 110* 82 7.4 Medium grade. * 
Monongahela W: Penn Pub. Ser. ist 
Lien & Ref. “Bt OX a 24 14 1.5 1.6 105* 85 6.9 Reasonably strong. * 
Potomac Edison ist “E” Ss, 1956....... 17 17 1.9 2.0 105* 99 5.1 Entitled to a sound rating. 
West Penn Power Ist “‘G” bs, 1956..... 50 50 3.5 3.6 105* 107 4.5 High grade. = 
Buffalo General Electric Co. ; fo 
ENN rr eee 40 7 2.6 2.1 105 ses High grade. . m 
**xGen. & Ref. “B” 444s, 1981............ 40 30 2.6 2.1 107\4* 105 4.3 Junior to issue above,’ but still high grade. a 
j el 
t 
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otreets Don ppraisals 
e 
re 
>S . 
. e e . . 
; Public Util * d 
: UuDILIC tilities ontinue 
= ca a Total Amount Fixed Charges ~*~ : aaa 
yr funded ofthis times earnedt Price 
Company debt issue —oooO —————————_ Yield to COMMENT 
x nee (mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
ir Consumer Power 
he Ae ere ; 92 33 3.0 2.5 105 105 2.6 Of the highest grade. 
ist & Unif. 414s, 1958............ 92 67 3.0 2.5 105* 105 4.2 Junior to issue above, but still high grade. 
Florida Power & Light 
ae SE errr ee errr 74 52 1.3 2.2 104* 67 8.4 Small margin over charges. Second grade. 
SS ere rere a 74 22 1.3 | ee acts he All owned by Am. Power t. 
Koppers Gas & Coke Deb. 5!4s, 1950..... 41 41 1.9 atv 10314 100 5.5 Good bond. 
__Nevada-Cal. i, tet Tr. Ge, 1086 .......5.. 31 28 1.2 1.2 10214* 78 7.0 Represents large proportion of total debt. 
** New England Tel. & Tel ist “B’ 4%s,’61.. 88 75 2.5 2.3 100 ’53 108 4.0 High grade investment issue. 
North Amer. Lt. & Pr. Deb. “‘A”’ 5614s, ’56. 193 18 2:0 def. 10214* 52 11.6 None too strong holding co. obligation. 
Northern States Power Co. (Minn.) 1st & 
a Ps I RG EE co wc0re 5460-50 os boea nee 100 79 2.4 2.2 105* 102 4.7 Better grade investment. 
NE I in xe ain 'nip 50-404 0:4 09.8: dw 100 45 2.4 2.2 105* 92 4.8 Almost equivalent security to issue above. 
Pacific Gas & Electric Co. 
Oe OE rere 306 96 2.2 2.1 105* 106 4.1 High grade. 
on Set ae Beer. AR” BIG, TONG 6 ows oe ssecass 306 170 2.2 2.1 105* 100 4.5 Junior to issue above, but still strong. 
California Gas & Electric Unif. & Ref. 5s, 
— UL. eee eee 306 11 2.2 2:3 110 107 2.9 Of the highest grade. 
Sierra & San Francisco Power 
NR ooo criiss 416 514-5) wise alge aa 306 11 2.2 2.1 110 100 5.0 Pac. Gas guarantees int. Reasonably strong. 
Se Ee ao xe siccendaccces 306 8 2.2 2.1 105 eS ... Junior to issue above, but with same guar- 
d antee as to interest. 
ae San Joaquin Light & Power Unif. & Ref. 
sis . 9 eee 34 33 1.6 1.6 104* 95 5.4 Reasonably good bond. 
Great Western Power ist 5s, 1946...... 20 20 1.8 1.6E 106 105 4.5 Better grade. 
de. Public Service Corp. of N. J. 
*Perpetual 6% Certificates.............. 210 19 3.0 3.0 NC 116 5.1 Secured by pledge stock of subsidiaries. 
Good holding. 
Public Service Electric & Gas Co. 
Set & Ref. 4348, 1067 60.505 cesses 29S 91 3. 8.7 10414* 106 4.2 High grade. 
*xUnited Electric Co. of N. J.1st4s’49 115 18 3.8 3.7 NC 105 3.6 Senior to issue above. Highest grade. 
—_ Hudson County Gas ist 5s, 1949....... cs 11 3.8 3.7 NC 110 4.1 Strong bond. 
South Jersey G., El. & Trac. 1st 5s, ’53.. ite al ae ace acs NC 110 4.2 Better grade investment. 
I Southern California Edison 
i : a SD S| errs 13 3.0 2.6 105 107 3.6 Entitled to the highest rating. 
sat i Ref. 5s, 1951........ Peni nscioeac Ae 120 3.0 2.6 105* 105 4.6 Junior to issue above. 
| Tennessee El. Pwr. ist & Ref. ‘A’? 6s,’47. 47 37 1.9 Pe 105* 79 8.7 None too strong. Rate cut ordered. 
oO. pe nn Soutetlsdtanapienanasndeisaneseenaaoneinendinaneanerourehisasancantemnoaes <r = Soanpeeinnaet ES SD A WOES A rn EE TR ES (RS a 
| Industrials 
in *Am. I. G. Chem. Gtd. conv. Deb. 5!4s,1949. 30 30 2.1 eS 110* 97. 5.8 Real caliber difficult to ascertain. Appears 
= good bond. 
*California Packing Conv. Deb. 5s, 1940.... 13 13 def b 6.9b 10314 101 4.8 b Years to 2.28. Last year’s earnings im- 
prove bond’s quality. 
_ Chile Copper Deb. 5s, 1947.............. 33 33 def. 9 10114* 81 7.3 In itself bond is a good one, but outside cir- 
cumstances none too favorable. 
*Crucible Steel Deb. 5s, 1940............. 13 10 def. .5 10114* 91 6.9 — improved, tho still medium grade 
only. 
es General Steel Castings ist “A’”’ 514s, 1949.. 17 17 def. def. 10714* 87 6.9 Doing better. Medium grade. 
~ Inland Steel 1st “A” 414s, 1978.......... 41 41 def. cS | 10214 * 98 4.6 Strong bond. 
Liggett & Myers Tobacco Co. wm, 
to. ce SB SS em are 28 13 14.8 11.1 NC 126 3.8 Industrial obligation of the highest grade. 
a 3 8 SS ere 28 15 14.8 11.1 NC 113 3.9 Junior to issue above, but still high grade. 
Socony-Vacuum Corp. 
_= Std. Oil of N. Y. Deb. 4s, 1951....... 87 65 2.3 4.9 101* 103 4.3 Strong bond, tho not secured by mtge. 
Gen. Petroleum ist 5s, 1940........... 87 16 2.3 4.9 10214 * 105 4.0 Assumed Socony-Vacuum. Also strong. 
— Strawbridge & Clothier ist 5s, 1948....... 11 11 .8 1.5 102%, * Re ny Strengthened by last year’s improvement. _ 
Union Cull Coil: Tr. G6; TGGO... 6 cece 44 44 1.4a def a 103* 105 4.6 a Gulf Oil (Pa.) earnings, virtually guarantor 
x of issue. Better grade. aoe 
Short-Term Issues 
Due date 
Armour & Co. (Ill.) R. E. ist 44os........ 6.1.39 38 .2n 1.5n 102), 99 4.7 n Years to 10.31. Good bond. 
=p Bethlehem Steel P. M. & Imp. 5s......... 7.1.36 23 def. def. 105 103 3.4 Better grade. 
7 Cumberland Tel. & Tel. Gen. 5s.......... 1.1.37 15 3.2m 2.9m NC 107 2.7 m Earnings Sou. Bell Tel. assuming co. 
4 Highest grade. 
: Edison Electric Ill. (Bos.) Notes 5s....... 5.2.35 61 2.6 2.3 10014 * 103 2.0 Company enjoys a fine credit standing. 
*x*xPennsylvania R. R. Sec. 6/48............ 2.1.36 60 1.2 1.2 NC 106 %.4 Pledged security includes $60,000,000 gen- 
eral mtge. bonds, which are good grade. 
**xTexas Power & Light ist 5s............. 6.1.37 25 1.8 1.8 105 102 4.3 Of good investment caliber. 
pS SS Peer 7.1.37 5 2.0 - NC 98 5.7 Among the stronger traction issues. 
— j Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes mterest on funded and other debt, rents 
for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. { An entry such as 105 ’36 means that the bond is not callable until 1936 at the price named. * Indicates that the issue is callable as 
= a whole or in part at gradually decreasing prices. E Estimated. ** Our preferences where safety of principal is predominant consideration. * Our prefer- 
Po } ences where some slight risk may be taken in order to obtain a higher return. 
wok 
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Most Rail Dividends Must Wait 


With Few Exceptions, Working Capital Has Been Re- 


duced and Necessary Maintenance Has Been Deferred 


By H. F. Travis 








N 1932 the railroads 
failed to earn their in- 
terest charges by ap- 

proximately $153,000,000. 
Due to improved earnings, 


Working Capital Position 


THOUSANDS OF DOLLARS | 


of the financial problem. 

Those railroads which 
have substantial amounts of 
bonds falling due for pay- 
ment will, of necessity, be 





which began to manifest || December 31st 1931 1932 1933 compelled to act with extra- 
themselves in the middle of |} Current Assets............... 1,194,601 1,040,868 1,019,819 ordinary conservatism. It 
last year, the railroads Current Liabilities............ 1,089,780 1,087,273 1,171,527 will be necessary to accu- 
failed to earn their interest | Re Sache css oN 1.15: 1 1.00: 1 0.87:.1 mulate cash to meet smaller 
requirements for 1933 by Net Working Capital.......... 154,821 2,595 151,708* amounts of maturing ob 
only 13.8 millions of dol- || Cash, Ete................... 479,672 433,292 438,492 ligations, equipment trust 
lars. For the quarter ended Loans & Bills Payable........ 242,505 292,184 377,909 certificates, etc., and pay-off 
March 31, 1934, net rail- | Loans from R. F. Corp........ 9. ...-.-. 272,471 337,079 current loans to banks to 
way operating income was_ || *Deficiency. preserve credit to a sufi- 
77.7 million dollars greater | cient degree to permit the 














sale of substantial amounts 





than that reported a year 
ago. With carloadings for 
the seventeen weeks ending April 28 
reflecting an increase of 19.3% over 
loadings reported in the corresponding 
period a year ago, the holder of railroad 
shares is again beginning to think of 
dividends, after a lapse, in some in- 
stances, of more than three years. 
Such expectations are not without 
ample justification, because increased 
operating efficiency has enabled the 
railroads to retain 50% of the gain in 
total operating revenues of the first 
quarter for net railway operating in- 
come. This, however, is but one side 
of the situation. Any conclusions drawn 
from the foregoing results alone, re- 
gardless of how great an improvement 
is reflected, would not be based on sound 
premises, because other factors influenc- 
ing dividends must be carefully weighed. 

Among the more important con- 
siderations are, (1) Finan- 


One of these is the question of railroad 
working capital, which, by the end of 
1933 was depleted to the extent that a 
deficiency existed, as is apparent upon 
examination of the accompanying table. 

One has but to observe the reduction 
in cash, accompanied by the sharp in- 
crease in loans and bills payable, to note 
the havoc wrought by insufficient earn- 
ings for interest. The memory of these 
difficulties, which became very accute 
in 1932 and persisted throughout 1933 
for many railroads, should serve to 
sober the judgment of even the less con- 
servative type of ra‘lroad director. And, 
if these are insufficient, he has but to 
recall the problem of meeting maturing 
issues of mortgage bonds or equipment 
trust certificates, or the pressure of the 
banks for the repayment of their short 
loans, which brings us to another phase 


of bonds to meet the larger 
maturities. Furthermore, as a result of 
the necessity of railroads to resort to 
various government agencies for as 
sistance, such as the Reconstruction Fi 
nance Corporation, Railroad Credit 
Corporation and the Public Works Ad- 
ministration, the scope of railroad cre- 
dit has greatly broadened. Hence, be- 
fore any dividends can be paid, much 
of the floating indebtedness now ap- 
pearing on railroads’ financial state- 
ments, must be eliminated. Further- 
more, the railroads, in all fairness to 
those whose financial aid enabled them 
to weather their difficulties during the 
past three years, cannot do otherwise. 
There can be little doubt that the 
dominating factors in the payment of 
dividends will be a strong cash posi- 
tion, freedom from floating debt and 
satisfactory conditions for the sale of 
securities to finance capital 
expenditures, rather than 





cial aspects, (2) The 
amount of maintenance de- 
terred during the depres- 
sion, (3) Influence of 
legislation and finally, the 
effects of increased wages. 
Each of these influences ex- 


; : 1926... 
erts an important bearing || joo 
upon the future payment || jos 
of dividends, and hence naa 
merits careful consideration. norte 

Of the various influences || jg, 
mentioned, the financial as- cia 
pects are the most import- one... 
ant. Briefly, there are two 





Year Ending 
Dec. 31 





Deterioration of Equipment 


PERCENT UNSERVICEABLE 


improved traffic alone. 
Maintenance expendi: 


maintenance of way and 





~ Freight Train Cars 
6.5 
5.9 
6.2 
6.0 
6.2 


Locomotives 


structures and maintenance 
of equipment. A common 


| actually deferred, the in- 








distinct phases to#consider. 





creased cost is to some ex’ 
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tures fall in two classes— | 





se | factor influencing both of 
oe | these, are wages and the | 
ioe | cost of materials. The lat: | 
ee | ter, especially, has reflected 
ee || a tendency to rise so that 
map aside from the amount of 
avg maintenance expenditures 
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these influ- | 

-es. : | ° . ee . ir ™ 
ae rigs Financial Position of Leading Roads pert a pe 
respec Oo , ap- 
maintenanceof —" proximately 

ye Mi te) tge. 
ei 8 and — December 31, 1933 Recon- Public Bonds & twenty yea, 
tures, it 1s €x° Net Loans struction Railroad Works Egqpt. Tr. renders f many 
tremely difhi- Working = & Bills Finance Credit Adminis- Ctfs. such units ob- 
cult to judge ; Capital Payable Corp. Corp. tration 1934 solete. Repairs 
the amount of | CNN ee eb eens I Sa cece bee Soden  caursipateere | Simaansare a 0 garwterenn ocate averaging $4,- 
deferred ex- || Baltimore & Ohio....... 15,068,557 $22,102,367 $69,514,178 $3,428,100  $4,230,000* $25,411,800 000 to $6,000 
pen ditures. Delaware, Lack. & West.. 9,525,332 13,000,000 ENON? SeSicsaeis snaemoa annually per 
The condition || Great Northem......... 11,920,229 5,265,536 ........ 3,000,000... 1,158,000 engine are in- 
of roadway | Louisville & Nashville... 20,865,940 9 ........0 cee eeece kaceeeee 0 teeeeees 2,258,000 | ordinately 
7? J 5 

trackandstruc’ |) -¥.N.H.& Hartford. 14,944,473 20,724,609 rere 6,850,000* 2,018,000 heavy in rela- 
tures of each |} New York Central....... 34,997,628 69,200,000 27,499,000 4,000,000 ........ 71,832,343 tion totheir 
individual car- | Northern Pacific........ Meee, Sess: devadbes 1,250,000** 235,000 economic val- 
rier, as well as | Pennsylvania........... Se ee 79,000,000** 5,800,000 ue, especially, 
it, matnte- RS eee eane 988,603 1,456,921 14,751,000 ........ 9 ........ 4,028,200 when a new 
nance policy | Southern — aeets a — on seashave 12,970,736* 10,921,600 unit affords a 
over a period Texas & Pacific......... 3,289,’ ,153 MP) @ AGSGMEGE, «eon uetee 1,159,200 return of ap- 
ot years, aris- * Towards deferred maintenance. ** Applied towards capital expenditures. proxim atel y 
ing from an in- 30% during 
timate knowl L—— the first five 
edge of the years of its ex- 
property, is the only guide. Such roads the amount of deferred maintenance, istence. The older engines, lacking 


as Atchison, which has not paid divi- 
dends for the past two years, are un- 
doubtedly in excellent physical condi- 
tion. Practically the same considera- 
tions would apply to such roads as 
Great Northern, Northern Pacific and 
Southern Pacific. Some idea of the ex- 
tent of the amount of the deferred 
maintenance is available by determin- 
ing the size of the loans by each indi- 
vidual carrier from the Public Works 
Administration, as well as the purpose 
for which such borrowing has been al- 
located. Some of these loans are dis- 
tinctly of a capital nature, as for ex- 
ample that of $84,000,000 secured by 
the Pennsylvania Railroad to complete 
the electrification of a portion of its 
lines. Other roads have also borrowed 
from this agency to purchase rails and 
other track appurtances 
to rehabilitate their 
property. Such loans, 
which incidentally are 
not of a capital nature, 
tend to reflect more ac- 
curately the degree of 
deferred maintenance 
by the carrier in ques- 
tion. Furthermore, 
while these loans are 
available on relatively 
easy terms, they must 
be liquidated serially. 
No interest is charged 
during the first year of 
the loan and 4% is 
payable over the life of 
the loan, which is for 
thirteen years. Princi- 
pal is to be paid off by 
semi-annual _install- 
ments. Aside from af- 
fording an idea as to 
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‘paid off. 


Fechner Photo from Nesmith 


the Public Works Administration loans 
also indicate the amount of net income 
actually available for distribution for 
dividends, because these loans must be 
For the maintenance of 
equipment, some data is available, but 
here the latter is apt to be highly mis- 
leading. The permissible standards for 
unserviceable freight cars and locomo- 
tives, as set up by the American Rail- 
way Association are 5% and 15% re- 
spectively. The amount of unservice- 
able equipment at the end of each year 
is shown in an accompanying table. 
As is apparent, the proportion of un- 
serviceable engines rose greatly above 
permissible standards by the end of 
1932. It continued throughout 1933. 
It is doubtful if this situation can be 
obviated by heavy expenditures on re- 
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the tractive power to haul heavier 
trains at greater speed and less fuel 
consumption, are due to be retired as 
soon as possible, providing adequate re- 
serves exist. The motive power situa- 
tion was criticized by J. B. Eastman, 
Federal Co-ordinator and member of 
the Interstate Commerce Commission, 
in a special report. Some of the rail- 
roads are already borowing money from 
the Public Works Administration to 
purchase new locomotives or to modern- 
ize existing engines, provided the latter 
are susceptible thereto. However, ra- 
dical changes in locomotive design ob- 
taining greater economies is the solu- 
tion for this problem. This can only be 
solved by capital outlays and would not 
affect maintenance of equipment ex- 
penditures to any degree. Possibly, such 
efforts would reduce it 
because of the low re- 
pair costs for the first 
few years of the opera- 
tion of the new en- 
gines. 

The same considera- 
tions apply to freight 
cars. Numerous obso- 
lete, wooden units are 
being retired but the 
existing low volume of 
trafic makes replace- 
ment unnecessary for 
the present. In addi- 
tion, the proportion of 
all steel equipment on 
which repair costs have 
been steadily reduced 
over a period of years, 
leaves some doubt as to 
the existence of any 

(Please turn to 
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Prosperity Is Offered to Petroleum 


With Demand Rising and Federal Control of 
Crude Output in Sight, the Industry Needs 
Only to Stabilize Its Own Marketing Practices 


By Epwin A. Barnes 





ECENTLY, 
R there have been 

three definite 
developments affecting 
the oil industry, two of 
which, at least, promise 8 
to have an important 
bearing on current 
prospects. Secretary of 
the Interior Ickes’ bill 
for Federal regulation 
of production has been 
introduced in Congress 
by Senator Thomas of 
Oklahoma; the revised 
plan to stabilize the na- 
tional gasoline market- 
ing structure has been 
approved and tempo- 
rary quotas have been 
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pears that his price-fix- 
ing schedule was aban- 
doned only after the 
industry had itself pro- 
posed an_ alternative 
plan. This plan, spon- 
sored by the leading 
companies in the 
industry, provided 
for the formation of 
the National Petroleum 
Agency which would 
“purchase, hold, and, in 
an orderly way, dispose 
of surplus gasoline 
which threatens the sta- 
bility of the price struc- 
ture, in an effort to 
bring the prices of gaso- 
line into proper rela- 
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established; and the De- 
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seal tionship with the price 


of crude oil and main- 








partment of Justice has 
postponed argument of 
the East Texas appeal case before the 
United States Supreme Court until fall. 
Added interest is given to these events 
by the fact that they have occurred at 
the beginning of the season of heaviest 
consumption for the oil industry—for 
it would seem that either directly or 
indirectly dependent upon them is the 
stability of the entire industry. 

Last September, when the petroleum 
code became effective it was hailed on 
many sides as the ultimate panacea for 
all of the ills from which the industry 
had long suffered. The reasoning ran 
something like this: Was it not a well 
known fact that throughout the depres- 
sion the industry had been blessed with 
a relatively stable volume of consump- 
tion but cursed with an unprofitable 
price structure? But with the code 
placing powerful weapons of control in 
the hands of Administrator Ickes, a 
favorable adjustment of prices would 
be a simple matter; inventory losses 
would disappear and profits would 
mount. (What's more, they did.) 

Curiously enough, however, the 
voice of the oil industry itself was con- 
spicuously absent from the cheering sec- 


136 





tion. The Government had intervened 
in its behalf and had succeeded in 
bringing some semblance of order out 
of chaos. But contrary to embracing 
the code and accepting the Government 
as its paternal benefactor, the attitude 
of the industry became one of skepti- 
cism and apprehension—skeptical of 
“governmental meddling” and appre- 
hensive of the vast powers vested with 
the Administrator. 

The oil industry has often been lik- 
ened to a large and quarrelsome family, 
never quite able to keep peace and 
harmony among the many step-children 
and cousins. With the threat of gov- 
ernment control, however, jealousies 
were forgotten and quarreling subsided 
and, like any family, however quarrel- 
some, the industry has united in a com- 
mon bond against the outsider. To 
date it has been singularly successful 
in resisting all regulations which were 
not to its liking. The elaborate price- 
fixing plan of Secretary Ickes, for ex- 
ample, was, after several postpone- 
ments, rejected and never imposed. 

The Administrator is resourceful and 
determined and, on the record, it ap- 


tain and support such 
relationship.” Another agreement 
signed by the same companies defined 
the margins under which distributors, 
jobbers, wholesalers and retailers would 
operate. This was designed to place the 
financial responsibilities for local gaso- 
line price-wars upon producers and re- 
finers. Vociferous opposition was raised 
to these plans by Senator Borah and 
the small independent companies, charg- 
ing monopoly and exploitation of the 
consumer. Apparently heeding the 
voice of the opposition, Administrator 
Ickes did not endorse these plans. 

The Government then came to bat 
and the Petroleum Administrative 
Board led off with a plan to replace 
Article IV of the original petroleum 
code, and designed to stabilize refinery 
operations and balance gasoline supply 
with demand. Thereupon the industry, 
as represented by 24 leading refinery 
companies, in consternation stated 
through the medium of the American 
Petroleum Institute, “they view very 
seriously control of their refining oper- 
ations, by other authority than their 
own... are definitely opposed to legis- 
lative control of refining operations and 
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feel that such a course is entirely incon- 
sistent with the voluntary co-operative 
program.” These companies, represent- 
ing over 80% of the refining industry 
then submitted a voluntary co-operative 
program which, in effect, literally sub- 
stituted the term “may” for “shall” in 
Administrator Ickes’ plan. In other 
words regulation and control would be 
voluntary by co-operation rather than 
mandatory by legislation. After in- 
creasing the membership of the plan- 
ning and co-ordination committee from 
15 to 26 members, in order that all fac- 
tions, the Government, the large inte- 
grated companies and the small inde- 
pendents alike, might have proper rep- 
resentation, Administrator Ickes ap- 
proved the plan. 


Official Approval 


In approving the plan, Mr. Ickes de- 
clared, “I believe that in approving the 
refinery plan and by increasing the 
membership of the planning and co-or- 
dinating committee, ample opportunity 
is provided for the industry to demon- 
strate its capacity to work out its own 
problems with the Federal supervision 
provided in this amendment.” Much 
that is significant can be drawn from 
these remarks. The Administrator has 
virtually said to the oil industry, “Here 
you are gentlemen. I am approving 
your plan. If you fail to abide by it or 
the results are not satisfactory the Gov- 
ernment will step 
in and assume con- 
trol.” 

The latter con- 
tention is further 
borne out by the 
fact that the Fed- 
eral Petroleum 
Act, the title of 
the Ickes bill re- 
cently introduced 
by Senator 
Thomas, deals pri- 
marily with crude 4 
production and 
makes no mention 
of the refining and 
marketing divi- 
sions. In other 
words, it is the in- 
tention of the Gowe j 
ernment to permit #4 
the industry ample ®! 


dorsement of the industry's refining 
plan would gain support for his bill 
for the control of crude production, 
which in the final analysis is the real 
basis for stability—or the lack of it. 
With crude supplies in hand, the re- 
fining and marketing divisions would 
benefit as a matter of course, as many 
authorities have long contended. 

If the industry is successful in mak- 
ing effective its efforts toward self- 
regulation of refining and marketing, 
then so much the better, but its efforts 
to control crude supplies in the past 
offer no hopeful criterion. If Secretary 
Ickes does not appear to have any too 
much faith in the ability of the indus- 
try to solve its problems, he can hardly 
be blamed, and his anxiety to enlarge 
and perpetuate the provisions of the 
National Industrial Recovery Act with 
respect to the oil industry cannot be 
lightly dismissed as being inspired by 
political motives seeking bureaucratic 
control. Oil, unlike steel or automo- 
biles, is an irreplaceable product and it 
is vitally important that national oil re- 
serves, regardless of their size or prob- 
able duration, be conserved. The sooner 
the industry realizes this and acts ac- 
cordingly under responsible leadership 
the better it will be for all concerned. 
If the industry eventually finds itself in 
the position of being policed, it will 
have only itself to blame for the reck- 
less manner in which simple economics 
have been disregarded in the past. 





Opportunity to rtesy, The Texos Co. 


work out its own 
salvation in these 
branches. Let it 
not be hastily concluded, however, that 
the Government has any intention of 
permitting the industry to lapse into 
the disorder and chaos of early last year 
.. if it can be avoided. Doubtless Ad- 
ministrator Ickes hopes that his en- 
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Texaco’s Plant at Port Arthur, Texas 


Moreover, while there is no way of 
foretelling the measure of success 
which may attend the Government’s 
efforts, there is no doubting its sincerety 
of purpose and willingness to meet the 
industry half way. 


This is rather forcefully exemplified 
in the latest proposed legislation—the 
Federal Petroleum Act. Prior to the 
formal introduction of this bill, uncon- 
firmed reports as to its content were 
circulated throughout the industry and 
the fear of tighter regulations involv- 
ing every phase of the industry became 
widespread. Indeed, the petroleum in- 
dustry was to become a public utility. 
It was with distinct relief, therefore, 
that the industry read a bill which, 
contrary to providing control from the 
oil well to the gasoline pump, was lim- 
ited to the control of crude production 
and supplies. In omitting any mention 
of the marketing and refining divisions, 
or provision for the divorcement of pipe 
lines and other transportation facili- 
ties from the companies, the bill not 
only concentrates upon the basic faults 
of the industry but its chances for pass- 
age are facilitated by avoiding the con- 
troversies which would inevitably de- 
velop had its scope included all 
branches. 


Federal Petroleum Act 


As the Federal Petroleum Act stands 
at this writing, the original having been 
redrafted in several sections, it pro- 
vides that Secretary Ickes shall at peri- 
odic intervals determine the demand 
for consumption, both domestic and 
export, and upon this basis prescribe 
production quotas to such an extent as 

to conform with 

demand. Quotas 

will be set up for 

states, pools, fields, 

leases or proper- 

—— ties, storage units, 

or other sources of 
supply. The bill 
provides for the 
orderly and scien- 
tific development 
of new fields. It 
is made unlawful 
for any person to 
produce petroleum 
in excess of pre- 
scribed quotas for 
production, or to 
manufacture, buy, 
sell, or otherwise 
deal in crude pe- 
troleum or any pe- 
troleum product, 
when the crude 
petroleum is 
known to have 
been produced in 
excess of such quotas. Secretary Ickes 
is empowered, in the event that it is 
necessary to enforce conformance with 
quotas, to issue certificates of clearance, 
and it will be unlawful and punishable 
for anyone to receive or transport 
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crude and refined products unaccom- leum products and natural asphalt. petroleum issued by any duly author- 


panied by such certificates. Import Further, the bill provides that so ized state board, commission or officer 
quotas, a highly significant feature, will long as valid regulations or orders re- prove effective in carrying out the 
also be established for petroleum, petro- lating to production or movement of (Please turn to page 156) 








Position of Leading Petroleum Stocks 





Recent Divi- Yield Market COMMENT 














Earned perShare Price Range 
1932 1988 «1984 Price dend % Rating 
= a Company operates in hig'ly competitive territory. 
Atlantic Refining.............. 1.45 2.46a 3514 243% 25 1.00 4.0 C-2 Strong financial position and earnings of 23 cents a 
share in first quarter assure securit : of dividends. 
r = Reduction in company’s funded debt and preferred | 
Consolidated Oil.............. 0.05b dO 05 144% 9% 10 0.28 2.8 C-3 stock since 1929 has resulted in a savings of $2,600,000 | 
annually. Shares have speculative attraction. 





Funded debt being reduced. First quarter earnings 








co | a d0.30 0.18 2234 16% 18 0.25 1.4 C-3 of 25 cents a share suggest the probability that com- 
pany will pay additional dividends this year. 
‘ Company reduced funded debt nearly $8,000,000 last } 
SE ot kaser es csdcissss DD GE 7634 5814 60 None pals C-2 year. With no further outlays for new properties 
planned at this time, the possibility of dividend pay- | 
ments is strengthened. } 
c Natural gas operations contribute the bulk of earnings. | 
Ee ere di.31 40.93 556 3% 4 None a C-3 Capitalization heavy in relation to developed earning | 


power. Shares are devoid of attraction. 

Controlled by Standard Oi! of New Jersey. Company 
EOE oo55000ss005508 . 1.68 2.33 4636 3314 42 1.00 2.3 C-2 is an important producer of crude and holds large re- 
serves. Shares are in investment category and may 
be acquired to advantage for longer term holding. 


Operations completely integrated but refining and mar- 











Mid-Continent Pet... ......... d1.12 d0.$5 1424 1134 12 0.25 2.0 C-3 keting are the more important phases. Strong finan- 
cial position. First quarter earnings equal to 16 cents 

a share. Stock has speculative possibilities. 
’ : ai Company is a leading producer and distributor of crude 
ES are ieee eee 0.58 40.54 1574 11% 12 0.15 1.3 C-3 oll and holds large reserves in low cost areas. No 


funded debt. Strong financial position. First quarter 
earnings amounted to 8 cents a share en the common. 






























































Funded debt has been substantially reduced and all the 
, bank loans paid off. Company is now a completely | 
Ph.llips Petroleum...... ine ae 0.36 2034 151< 17 0.50 3.0 C-3 integrated unit. Stock earned 17 cents a share in the tha 
first three months this year. Shares possess specula- bu: 
tive attraction. . 
s Important company well represented in all branches of not 
5 Sa ee ee eee .. d0.64 d0.53 147% $34 10 None os C-3 the industry but existence of large funded debt and of 
oreferred stock capitalization deprives common stock 
of attraction. to 
Company’s vast facilities give it a pesition of outstand- the 
PR TI oc nw ickccccccses OMS N.F. 391¢ 33 34 None iets C-2 ing importance in world oil affairs. Absence of late z 
information precludes accurate appraisal of stock. | ing 
Extensive expansion of facilities in recent years has | mo 
‘ necessitated a substantial increase in funded debt and i 
MENON oo os cas beussmsls d0.12 d0.*9 114% 1% 844 None pbs C-3 preferred stock. In last two years, however, debt has | tor 
been reduced nearly $38,000,000. Financial position 
strong but shares are essentially along pull speculation. pro 
A leading domestic company alse having important for- obs 
eign interests. A reduction of $16,000,000 in funded 
Socony-Vacuum............... 0.17 0.73 197% 147% 15 0.60 4.0 C-2 debt in last two years has strengthened equity for the the 
common but large number of shares outstanding pre- | mo 
cludes a rapid rise in per-share results. 
Leading Pacific Coast unit, owning reserves of great tem 
R 4 potential value and extensive refining and marketing to 
Standard Oil of Cal............ 1.07 0.58 427% 32 32 1.0¢ 3.1 C-2 facilities. Stock earned 25 cents a share in first quarter | n 
Fe, and is worthy of investment consideration. be | 
Rated as the largest refiner and marketer of petroleum | ( 
: ‘ products in the Middle West. Funded debt reduced | 
Standard Oil (Indiana)........ 1.04 114 3234 25 25 1.00 3.9 C-2 from $57,575,500 at the end of 1930 to $125,000 at the | put 
end of last year. Current earnings should register ° 
eo further improvement. Shares attractive. of 
Dominant position of the company and its long record pre. 
. of successful operations places shares in investment 
Standard Oil (New Jersey)..... 0.01 0.97 50}; 42 42 1.00 2.4 C-2 category. Earnings will be aided by substantial re- wid 
duction in costs. tire 
Company's record has been much better than that for 4 i 
r theindustry as a whole with profits being sown in each tiny 
J 4.C4 c2 51% 55 1.00 18 C-2 of tre fast four years. Policy of paying extra stock oe 
dividends has enabled company to finance out of gen 
Ss ae n earnings. Shares have well defined merit. pen 
Company’s products marketed on a nation-wide scale. f 
: x Desuite payment of dividends, not fully earned in Or ¢ 
ROME OOD . 20. oo cececbcsscs.s GOS B06 293% 22°34 23 1.00 4.3 C-2 recent years, finances remain exceptionally strong tria 
. and continuance of present rate seems assured. S.ares 
—_ _ = os qualify as one of the better oil equities. mec 
Company has strengthened its competitive position in hav 
; ; recent years and record of earnings has been better ; 
Tidewater Associated.......... 0.13 0.61 14%¢ 814 12 None Bora C-3 than the average for the industry as a whole. Reduc- Ings 
tion in senior obligations resulted in an annual savings 5 - 
of $417,000. Shares have interesting speculative pos- Sear 
Ce ee Rae ile ele sibilities. that 
| Second largest 'ini* on the west coast, wit’) operations 4 
‘ : embracing al. uivisions of the oil industry. Strong or 
oo errr | 0.45 20'4 15% 1514 1.00 6.6 C-3 financial position gives some assurance as to security fri in 
of dividends, despite earnings of only 11 cents a share 
in the first quarter of this year. prac 
a—Includes non-recurring profit. b—11 mos. to Dec. 31,’32. d—Deficit. N.F.—Not available. Sear 
as Explanation of Market Ratings. thro 
The initial ‘‘C”’ refers to the position of the oil industry and indicates that the industry is depressed but prospects for recovery are moderately favorable. ee 
_. The numeral refers to the status of the individual company—(2) Good potential earnings, important company and good financial position. (3) Earnings quit 
still relatively low, fair financially and business volume moderate. } m 
| { or 
pa re 
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Five Stocks Which Should Benefit 
Substantially in the Next 


Recovery Phase 


Revival in Construction and the Heavy 


Industries Would Mean Much for Each 


SELECTED BY THE MAGAZINE OF WALL STREET STAFF 


OR rather obvious reasons, the 

electrical equipment industry 

was one of the hardest hit by 
the depression and its nature is such 
that in the earlier stages of general 
business recovery the improvement has 
not been as pronounced as in the case 
of those industries which cater directly 
to consumer demand. Nevertheless, 
the showing made by the industry dur- 
ing the past year and in the first 
months of this year has been decidedly 
for the better—emphasizing the high 
promise of real improvement once the 
obstacles now retarding the revival of 
the capital goods industries are re- 
moved. There is hope that the at- 
tempts now being made in Washing- 
ton to stimulate these industries will 
be successful. 

General Electric Co. holds undis- 
puted leadership in the manufacture 
of electrical equipment; the company’s 
prestige and operations are world- 
wide; and its products cover the en- 
tire field of electrical equipment, from 
tiny light bulbs to giant turbines and 
generators. The company has ex- 
pended huge sums in the maintenance 
of one of the most outstanding indus- 
trial research organizations and some 
measure of the contributions which 
have been made to the company’s earn- 
ings by products developed through re- 
search may be gained from that fact 
that in 1929 more than $80,000,000, 
or 20% of total income, was derived 
from that sale of products which were 
practically unknown in 1919. Re- 
search activities have been continued 
throughout the depression and it is 
quite conceivable that many of the 
more recent developments which ap- 
parently have only negligible commer- 
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General Electric Co. 





Earnings Per Share 
1932 1933 
$0.41 $0.38 20 


Recent Price Div. 
$0.60 





cial value at this time will later prove 
to be of outstanding importance. Con- 
temporarily, the company is a leading 
factor in electric refrigeration, air con- 
ditioning and electric-oil-burning fur- 
naces and boilers. 

The decade following the end of 
the World War was an era of unpre- 
cedented expansion for the public util- 
ity industry in this country and Gen- 
eral Electric profited enormously 
through the sale of generating, trans- 
mission and installation equipment— 
such equipment contributing the major 
portion of sales. During the past sev- 
eral years, however, the demand for 
this type of equipment has fallen off 
and with the present generating ca- 
pacity able to take care of require- 
ments for several years to come, the 
company has been forced to rely heavi- 
ly upon the sale of household and 
other products which enter into more 
general use. Last year, for example, 
the sale of household appliances was 
78% greater than in 1932, albeit total 
were less. While it might be 
logically argued that General Electric 
cannot hope, through the sale of light- 
er types of equipment, to recover the 
large earnings of the years prior to the 
depression, the fact remains that the 
electrical industry is one of the few 
which may be conceded almost un- 
limited possibilities for continued 
growth into new fields and General 
Electric, as a leader, has a correspond- 


sales 


ing equity in such possibilities. Thus, 
it might be said that the company’s 
shares have an investment background 
and a speculative future. 

To General Electric goes the distinc- 
tion of being the only company in the 
industry to maintain operations on a 
profitable basis since 1929. Sales and 
earnings underwent a progressive de- 
cline from the peak levels of 1929 
and last year income from operations 
was less than $7,000,000 as against 
$49,400,000 in 1929. Despite a de- 
cline of about $10,500,000 in actual 
sales billed last year, a substantial re- 
duction in expenses augmented by 
“other income” of $6,967,348, derived 
chiefly from a large investment ac- 
count, brought net income up to $13,- 
429,738, as compared with $14,816,651 
in 1932. Total orders received for the 
full year were 17% ahead of 1932 and 
the company entered the current year 
with a good volume of unfilled orders 
on its books and first quarter orders 
showed a gain of $8,800,000 over the 
same period of last year. 

Capitalization is large, consisting for 
the most part of common stock—out 
standing in the amount of 28,845,927 
shares. Funded debt is insignificant 
and the special stock, ranking senior 
to the common, amounts to less than 
4,300,000 shares. Last year the com- 
mon earned an equivalent of 38 cents 
a share as compared with 41 cents a 
share in 1932, and in the first quarter 
of 1934 earnings available for the com 
mon amounted to 14 cents a share. 
First quarter earnings in 1933 were 
equal to 8 cents a share. With cash 
and marketable securities aggregating 
$112,000,000, the company would 
seem well able to maintain the present 
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15-cent quarterly dividend, currently 
yielding approximately 3%. 
Although essentially a long-term 


proposition, General Electric common 
stock should find favor with the in- 
vestor seeking the assurance offered 


by an excellent past record and the 
promise of a future which might be 
equally brilliant. 


Minneapolis-Honeywell Regulator Co. 


VENTS destined to stimulate 
home modernization and new 
building construction will almost 

inevitably redound to the benefit of 
Minneapolis-Honeywell Regulator. The 
company is rated a leading manufac- 
turer of automatic heat-regulating and 
temperature-controlling devices on 
various types of oil and gas-heating 
systems, for both domestic and indus- 
trial use. Experimental and develop- 
ment work have added a number of 
new products to the company’s line, 
including a device for the control of 
room temperatures in apartment houses 
and other public buildings and devices 
for the control of domestic and indus- 
rial refrigeration. The company is 
likewise represented in the new field 
of air-conditioning with suitable regu- 
lating equipment and is reported to be 
engaging in considerable research work 
with a view to further developing 
the possibilities in this important 
division. 

Despite the highly specialized nature 
of the company’s business, profits were 
shown in each of the depression years 
although earnings receded in the years 
subsequent to 1929 to and including 
1932. Last year, however, profits 
staged a remarkable comeback. Aided 
by a marked increase in the use of gas 
for house heating, net profits in 1933 
rose to $831,240 from $190,323 in the 
preceding year. The ability of the 
company to record such an unusual re- 
versal in earnings in the face of the 








Earnings Per Share 
1932 1933 Recent Price 
$0.51 $3.77 45 


Div. 
$2.00 








extreme low level of building activity 
would seem to emphasize its favorable 
prospects in the event that building 
again approaches some semblance of 
normalcy—a condition which it is 
hoped will ensue from the housing 
legislation now being proposed at 
Washington. 

Capitalization of | Minneapolis- 
Honeywell is moderate. With the re- 
tirement of a small subsidiary debt on 
February 1, last, there remained only 
14,368 shares of 6% preferred stock 
($100 par) and 197,468 shares of com- 
mon stock. Given the advantage of a 
small capitalization, it has been no difh- 
cult matter for the company to main- 
tain dividends and payments have been 
made to common stockholders since 
1928, with the exception of two quar- 
ters last year. These omissions, how- 
ever, were rectified bv the payment of 
a 50-cent extra last November and in 
February of this year another extra of 
25 cents was paid. With the May 
payment, the common was placed on 
a regular $2 annual basis. Another 
favorable factor resulting from the 
small common stock capitalization is 
the abilitv of the shares to register a 
substantial gain in per-share results 





with only a comparatively modest im- 
provement in sales and earnings. For 
example, an increase of only $200,000 
in earnings would mean nearly 60 
cents a share for the common, after 
preferred dividends. 

Net sales reported by the company 
last year totalled $4,493,511, an in 
crease of $856,894. Operating econo- 
mies enabled nearly all of this gain to 
be carried through to net and after 
allowing for interest, taxes, and pre- 
ferred dividends, income available for 
the common was equivalent to $3.77 
per share. In 1932, the common 
earned 51 cents a share. Operations 
in the initial quarter of the current 
year, normally a dull period for the 
company, resulted in a loss of $21,425, 
as compared with a loss of $128,256 in 
the same months of 1933, and compari- 
sons with ensuing months should con- 
tinue favorable. Financial position is 
exceptionally strong; quick assets were 
nearly 70% of total assets; and work- 
ing capital was equivalent to $13 per 
share of common after allowing for 
the preferred stock at par. 

Giving heed to the specialized char- 
acter of the company’s business and 
the possibility of wide fluctuations in 
common stock earnings, the shares must 
be classified as speculative. At the 
same time, the promise of continued 
improvement in earnings would seem 
sufficiently well assured to lend consid- 
erable attraction to the shares at recent 
levels around 45. 


United States Gypsum Co. 


ROM gypsum rock, the United 
States Gypsum Co. manufac: 
tures and markets an extensive 
line of products, including “Sheetrock” 
wall board, decorative covering for 
wall board, exterior sheathing and 
“Structolite Concrete” material for the 
complete erection of dwellings. Other 
products include plasters of all kinds, 
tile for roofs, walls and partitions, gyp- 
sum paints for exteriors and interiors, 
stucco, lime and metal tile and metal 
lath. The chief characteristics of gyp- 
sum, commending it for use in build- 
ing construction, are low conductivity 
of heat or cold, lightness of weight, 
ease of application and fireproofing 
quality. 
Quite obviously the company is 
heavily dependent upon the building 
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Earnings Per Share 
Div. 
$1.00 


Recent Price 
$1.00 38 


1932 


$0.86 


1933 





industry, particularly the construction 
of dwellings, for its existence. This is 
further borne out by the fact that the 
peak of the company’s earnings in 
1926 was coincident with the highest 
level of construction activity. Since 
that time construction and the com- 
pany’s earnings alike have dwindled 
steadily and competition among manu- 
facturers of gypsum products on occa- 
sion became so intense as to practically 
eliminate profit margins. Attesting, 
however, to its strong trade position 


and skillful management, U. S. Gyp- 
sum has survived the test of extreme 
adversity in a most creditable fashion, 
consistently maintaining operations on 
a profitable basis. There has been no 
drain on the company’s financial 
strength and throughout the extended 
lean period the management has steadi- 
ly rounded out the scope of activities 
and manufacturing facilities. 

Last year net income of $1,738,927 
was sufficient to cover total dividend 
disbursements of both the preferred 
and common stocks, aggregating $1,- 
735,484, by a slight margin. In the 
preceding year dividends on the com- 
mon were larger and there was a defi- 
cit of $851,964 after payments. Actu- 
ally, the 1,187,660 shares of common 
earned $1 per share in 1933 and in 
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1932 earnings were equal to 86 cents 
per share on 1,218,349 shares. Rank- 
ing ahead of the common are 78,220 
shares of 7% preferred stock ($100 
par) but the company has no funded 
debt. 

The ability of the company to mod- 
erately improve upon the 1932 showing 
was doubtless due in some part to low- 
er costs but it was officially stated that 
a greater measure of assistance was 
rendered by the introduction of a num- 
ber of new products on which the mar- 


A RECOGNIZED industrial giant, 
Johns-Manville Corp., is easily 
the dominant unit in the pro- 

duction and fabrication of asbestos 
which, in the words of the company, 
“stands unique—a world-old rock, re- 
sistant to the action of heat, water, 
weather and wear—a fibrous mineral 
which can be spun, woven, felted or 
moulded into useful form.” With as- 
bestos as a base, the company produces 
over 1500 products, one or many of 
which are used by practically every im- 
portant industry in the country. The 
more familiar of these products include 
applications for insulating against heat 
and cold, or against noise, roofing, 
packing, waterproofing, fireproofing 
and automobile brake linings. In addi- 
tion to extensive manufacturing and 
sales facilities, the company owns un- 
mined asbestos reserves calculated to 
meet all requirements for fifty years. 
Having such a large and diversified 
stake in general industry, the company’s 
common stock has long been a favorite 
vehicle for speculating on general busi- 
ness trends. As a result of this cir- 
cumstance, the shares are subject to 
rather wide fluctuations—the range 
between the high and low last year 
having been approximately fifty points 
—and normally quotations give a 
rather high appraisal of earnings. In 
other words the generous premium 
which the market places on the stock 


ATING its origin from 1886, 

the Ruberoid Co., has _ paid 

dividends continuously to its 
shareholders since 1889 and only one 
year during the past eleven has been 
an unprofitable one. Judged by any 
standard this is a record to which the 
company might well point with pride. 
The basis of this impressive showing 
apparently lies in the fact that it is a 
relatively small company, skillfully 
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gin of profit was larger. Higher prices 
resulting from N R A codes were also 
a factor last year. The company does 
not issue quarterly reports but it was 
stated at the annual meeting in March 
that the current year had began auspi- 
ciously, with the first two months 
showing a profit of $53,000 as against 
a loss of $87,000 in the same period 
of 1933. 

Granted that a substantial improve- 
ment in the company’s earnings must 
await the revival of the construction 


Johns-Manville Corp. 





Earnings Per Share 
1932 1933 Recent Price 
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evaluates the combined worth of such 
factors as the company’s outstanding 
position, strong banking connections 
and the opportunities for substantial 
recovery of earning power with the 
revival of general business. 

In common with the majority of in- 
dustrial organizations, the peak of the 
company’s earning power was achieved 
in 1929. In that year sales aggregated 
nearly $62,000,000, on which the mar- 
gin of profit averaged 15%, and net 
profit totalled $6,591,916. In that 
year the common stock earned $8.09 a 
share. By 1932, however, sales had 
declined to less than one-third of the 
1929 volume. The company suffered 
a loss of $2,680,873, and early in 1933 
dividends were passed on the preferred 
shares. Despite the drastic shrinkage 
in sales and earnings, the company has 
continued the policy of making gen- 
erous provisions for depreciation and 
depletion reserves. No bank loans have 
been incurred and working capital re- 
nains adequate. 

Last year brought a moderate im- 
provement in total sales, due largely to 
the upward trend which developed in 


Ruberoid Co. 
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managed, and enjoying a greater free- 
dom of action in meeting changing 
business conditions and problems than 
would otherwise be possible in the case 


industry on a national scale, it is pos- 
sible, nevertheless to envisage consid- 
erable progress toward such a revival 
during the next twelve to eighteen 
months. When it is realized that the 
company has been able to make money 
during a period when new building 
and replacements all but suffered com- 
plete cessation, it is not likely that any 
considerable risk attaches to the acqui- 
sition of the shares for profitable par- 
ticipation in the next phase of recovery 
now in the making. 


the latter part of the year and in the 
face of the lowest level of building ac- 
tivity in many years. Operating costs, 
however, were lower by about $2,000,- 
000, with the result that the company 
showed an operating profit of $1,744,- 
207 as against a loss of $1,002,931 in 
1932. Net profit, after reserves and 
taxes, of $105,331 compares with a 
loss of $2,680,873 the previous year. 
The trend toward betterment has con- 
tinued this year and in the normally 
dull first quarter the company sus- 
tained a loss of only $76,081 as com- 
pared with a loss of $953,799 in the 
first quarter of 1933. Encouraged by 
the reversal in earnings, the manage- 
ment has resumed dividends on the pre- 
ferred stock and accumulations have 
been reduced to $1.75 a share. Action 
in this respect was facilitated by a 
strong cash position. 

Although not solely dependent upon 
the building industry, the company ob- 
viously would be a leading beneficiary 
from the resumption of normal activ- 
ity in that field. In the meantime, how- 
ever, sales and earnings may confidently 
be expected to keep pace with general 
business. The common stock, outstand- 
ing in the amount of 750,000 shares 
and preceded only by 75,000 shares 
of preferred stock, is in the “blue chip” 
class but has well founded merit and 
should appeal to the investor with an 
eye to the future. 


of a large organization where overhead 
and other costs are more rigid. 

The products manufactured by 
Ruberoid include shingles, roofing, 
felts, pipe coverings and insulating ma- 
terials, floor coverings, building and 
sheathing papers, plastics and water- 
proofing materials. Eight plants, lo- 
cated in various sections of the coun- 
try to give the advantage of close 

(Please turn to page 160) 
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CONSOLIDATED GAS OF N. Y. 





Troubled Utility Giant 


Its Defences Have Withstood Economic 


Depression but Not Political Attack 


By RicHarp CoLsTon 





ESS than three years ago, 
Consolidated Gas was 
considered one of the 

premier investments in the field 
of common stocks. Its favored 
position at that time was clearly 
revealed by the fact that it 


Consolidated Gas Co.’s 
Increasing Tax Burden 


Operating Taxes 
per dollar of 
gross revenue 


Operating 
Taxes 


Ten years previously, on De- 
cember 31, 1923, the holders 
of common stock numbered 
only 18,500, but each year 
since then there has been a gain. 
The increase in 1932 amounted 
to 8,039. 


held first place with respect to See $25,509,339 11.17 
the number of investment trusts 1930. 28,824,177 12.15 
holding it in their portfolios. Bede csacis 31,490,491 13.14 
A survey of the common stock eee 33,181,590 14.34 
investment of 144 leading gen- 1933..... 36,375,002 16.38 


eral management trusts as of 





The faith of this large group 
of shareholders has recently 
been forced to absorb the shock 
of a dividend cut of one-third, 
from the former rate of $3 
annually to the present distri- 
bution of $2 annually. During 








December 31, 1931, for in- 
stance, showed that Consoli- 
dated Gas was held by 82 organiza- 
tions. The nearest competitor for 
popularity was American Telephone & 
Telegraph, which was owned by 78 
of these trusts, while General Motors 
was in third place with ownership by 
68 trusts. 

Only two and one-half years have 
elapsed since this judgment was passed 
by the so-called “best” brains in the 
investment field, but the panorama has 
changed greatly. In contrast with the 
high investment rating then accorded 
to public utility securities generally, 
and particularly to sound operating 
companies such as Consolidated Gas, 
this group has steadily been losing in 
favor, and indeed threatens to become 
the pariah of investments. But it is 
not the workings of the economic mill 
which have been the cause of this de- 
velopment; rather, it has been the 
devastating action of the legislative 
fathers. Political expediency during a 
period of unprecedented depression has 
induced politicians and their cohorts 
to single out the public utility industry 
for a scapegoat with the double pur- 
pose of making it pay for govern- 
mental extravagance 1n an ever increas- 
ing measure, and of focusing peoples’ 
attention away from the more essential 
problem of government economy. 

As a consequence, the earning power 
of the public utility companies is being 
seriously affected. Caught between two 
millstones, an upper of steadily increas- 
ing taxation and a lower of constant 
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agitation for ever lower rates, earnings 
of most utility companies have re- 
sponded only feebly during the period 
of sharp economic recovery experi- 
enced since the spring of 1933, and in 
the face of greatly increased power 
production. 

Marketwise, public utility common 
stocks are far behind the average for 
both industrials and rails. As against 
a rise in the Dow, Jones Industrial 
Averages of 168% from the 1932 lows 
to February 5, this year, and of 302% 
in the railroad averages, public utilities 
advanced only 88%. Admittedly, the 
picture is dark at present with the 
weight of agitation probably the heavi- 
est it has been in recent years. But an 
old axiom tells us that it is always 
darkest just before dawn. Already an 
important force of light is gathering in 
the organization into protective groups 
of utility security holders, and their 
number is legion. The operating power 
companies in the United States are 
owned by 1,535,000 — stockholders. 
Number is an essential factor in sway- 
ing political opinion. Fair play is the 
thing that is really needed. 

Whether the past eminent reputa- 
tion of Consolidated Gas common 
stock still radiates a subdued influence 
over the investing public, the fact re- 
mains that the year 1933 again wit- 
nessed a sizable expansion in the com- 
pany's stockholders’ list with a gain 
of 4,419 common stockholders to a 
total of 94,734 on December 31, 1933. 


1933, the rate was twice re- 
duced in line with recession in earn- 
ings. The first reduction occurred on 
June 15, when the dividend was low 
ered to $3.40 annual basis from the 
$4 rate in effect since December, 1929, 
followed by a second reduction on 
December 15, 1933, to a $3 annual rate. 

In spite of these developments, 
which after all may be only of a tem- 
porary nature, the faith of the holder 
of Consolidated Gas common. stock 
should be supported by the enviable 


traditional background of the company. | 


Consolidated Gas common stock has 
paid uninterrupted dividends since 
1893. Consider what this means. Four 
decades of liberal dividends through 
periods of financial panic, war with its 
war-time commodity inflation and high 
costs, and boom time expansion. Is it 
presumptuous, therefore, to feel that 
present conditions will not prove insur- 
mountable to the company? 
Consolidated Gas was able to come 
through the trying period of high 
costs immediately following the World 
War without serious consequences. In 
financial matters, the management 
avoided the pitfalls into which many 
other utility companies had fallen, 
notably those of the holding variety 
A sound and well balanced capital 
structure has been created with a large 
equity for the common stock. Fixed 
charges are no great burden and the 
company has no nearby maturities, 
with the exception of a relatively small 
amount of bank loans which are grad- 
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ually being reduced. The credit stand- 
ing is high, a fact to which the suc- 
cessful flotation of $118,700,000 in 
long term bonds in 1932 bore witness. 
The bonds of Consolidated Gas Co. 
and its subsidiaries sell on a 4¥%2% 
basis or lower. The working capital 
position at the end of 1933 was more 
than adequate. 


Rate Agitation 


Rate agitation is an old story with 
Consolidated Gas as it is with most 
other utility companies. The problem, 
in fact, may be considered a perennial 
one in the industry, but the long rec- 
ord of court cases in the past pretty 
much sets up a bulwark to protect the 
utility companies from rates which 
would prove confiscatory. Consoli- 
dated Gas on two occasions, in 1922 
and again in 1926, carried its case to 
the United States Supreme Court and 
won favorable decisions. 

Let us examine some of the impor- 
tant factors which lend strength to this 
gigantic utility company, the largest 
electric and gas system in the world. 
The company serves approximately 
8,000,000 people in one of the most 
thickly populated areas in the world, 
including all of New York City (ex- 
cept Staten Island) and almost all of 
Westchester County, which is directly 
north of the city itself. Specifically, 
operations include practically the entire 
gas and electric light and power busi- 
ness in Manhattan, the Bronx, a large 
part of Queens, and the larger part of 
Westchester County; the entire electric 
light and power business in Brooklyn; 
and a substantial steam business in im- 
portant commercial sections of Man- 
hattan. The territory 


available to the Consolidated Gas Co. 
electric system large additional gener- 
ating capacity under agreement for 
interchange of power. 

Consolidated Gas system, of course, 
has benefited from the rapid expan- 
sion of population in its territory. True, 
in the past two or three years this 
factor has been negligible because of 
the serious general economic conditions 
prevailing throughout the country, but 
sooner or later when the country again 
forges ahead, growth will no doubt 
again be resumed, and again reflect to 
the benefit of the company. There is, 
for instance, ample room for expansion 
in the Borough of Queens, that part 
of New York City which is located 
across the East River from Manhattan. 
In fact, it is in this territory that the 
most spectacular expansion has taken 
place, with an increase of 130% in 
population in the decade 1920 to 1930. 
Population increases for the same 
period in other sections served by the 
company have been as follows: Bronx, 
72.8%; Westchester County, 51.4%; 
and Brooklyn, 26.8%. Manhattan’s 
population, on the other hand, dropped 
18.2%, reflecting the drift to less con- 
gested areas such as the Bronx, Queens, 
and suburban areas. Even in the past 
five years, since the memorable year 
1929, there has been an increase in 
the number of electric meters in use 
every year. As of December 31, 1933, 
there were 2,484,930 electric meters 
on the premises of customers, an in- 
crease of 5,006 during the year and 
comparing with 2,335,772 at the end 
of 1929. 

Equally important to the increase in 
the number of customers served in the 
growth of a utility company’s earnings 





New 
electric conveniences for the home and 
other electrical devices are from time 
to time developed, and as long as this 
is so the continued increase in the con- 
sumption of electricity per customer is 


chines, ironing machines, etc. 


inevitable. Consolidated Gas in 1933 
sold 4,228 million kilowatt hours of 
electric current, an increase of two- 
tenths of 1% over 1932, but 9.6% 
over 1929. Gas sales, on the other 
hand, dropped off 5.5% during 1933 
to 39,923 million cubic feet. Even 
in the gas division, however, some 
promise of increase is afforded in 
the rapid gain in the installation of 
automatic gas refrigerators; and in the 
future when conditions are more pros- 
perous, the installation of gas heating 
systems in private residences should 
greatly stimulate sales. 


Steam Subsidiary 


New York Steam Corp., the sub- 
sidiary which furnishes steam service 
and in which Consolidated Gas has 
ownership of some 74% of the stock, 
has shown steady increase in the sale 
of steam for many years, the gain in 
1933 amounting to about 2.6% in 
quantity sold over 1932. Distinct pos- 
sibilities for further substantial increase 
in business lie ahead in the air condi- 
tioning and cooling of buildings by 
steam, which is rapidly gaining in 
popularity. The use of steam for this 
purpose is a recent development, and 
within a year the company has made 
contracts for a total of ten installa- 
tions, some in very large buildings. 
This business is much to be desired as 
it improves the steam corporation’s 
summer load, which is light compared 

with the winter load. 





provides unusually 
broad diversification of 
outlets for the system’s 
services and wide op- 
portunity for disposal 
of electricity and gas 
in large blocks. 

The sale of electric 
current is by far the 
greatest revenue pro- 
ducer for the system, 
accounting for slightly 
more than 75% of the 
total gross in 1933; 


gas produced about 





Gross Operating Revenu2s. 
Net Operating Income...... 
Operating Ratio 
Earned per share common..... 
Sales of Electric Current (k.w-h.) .. 
Sales of Gas (M cubic feet)..... 
Sales of Steam (M Ibs.) .. 

Gas Meters Dec. 31. . 

Electric Meters Dec. 31 


Consolidated Gas in Depression 


1931 1932 
$242,407,768  $232,645,838 
$85,322,879 $78,731,265 
Pee 64.8% 66.2% 
$4.94 $4.03 
4,311,164,386 4,219,077,063 
42,184,232 41,170,404 
10,146,438 11,146,087 
1,329,888 1,322,482 
2,468,482 2,479,024 


The rates are particu- 
larly favorable for 

summer use. 
Consolidated Gas 
1933 Co.’s total operating 
$222,935,354 revenues for 1933 
$71,298,786 amounted to $222,- 
68.1% 935,354, which was 
$3.31 $9,710,484 lower than 
4,228,682,654 in 1932, but approxi- 
38,922,712 mately equal to the 
11,434,339 1929 gross. After op- 
1,287,818 erating expenses, de- 
2,484,930 preciation and_ taxes, 
and including a small 
amount of other in- 








20% of the gross rev- 
enues, while steam ac- 
counted for slightly more than 444%. 
The facilities of the system have been 
built up so that they are ample for 
present and near future needs. An in- 
terconnection between the transmis- 
sion system of New York Edison Co. 
with that of Niagara Hudson Power 
Corp. was completed in 1932, making 
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is expansion in the volume of busi- 
ness per customer. The uses of elec’ 
tricity are constantly multiplying and 
the unit demand for current from cus- 
tomers has steadily been rising as the 
result of the widespread adoption of 
such conveniences as electric refrigera- 
tors, radios, sun-lamps, washing ma- 


come, the total corpo- 
rate net income available for interest 
and dividends amounted to $71,555,- 
144, a decline of $7,461,184 from that 
of 1932. The balance available for the 
common stock for 1933 was $48,553,- 
611, a decline of $8,785,359 from 
1932, and lower by $6,613,948 than 

(Please turn to page 156) 
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Rayon Outlook 


With a large number of silk mills 
closed down because of mounting in- 
ventory which not even price-cuts ap- 
peared capable of moving, and with 
the cotton textile industry considerably 
less buoyant than in the recent past, it 
is hardly surprising that the rayons 
have enjoyed a quarter poorer than 
the first. Towards the end of April, 
Industrial Rayon initiated a price cut 
ranging between 15% and 20%. This, 
however, was not generally followed 
by the important remaining com- 
ponents of the industry, although cer- 
tain companies decided to sell tempo- 
rarily certain types of yarn at a con- 
cession. Rayon has not only been 
affected indirectly by the press of in- 
creasing competition from other tex- 
tiles, but the closing down of those 
silk mills using both silk and rayon is 
directly adverse. At the same time, 
from the point of view of the profit 
outlook, rayon is contending with gen- 
erally higher costs, of which the in- 
crease in wages is possibly the most 
important. Although the outlook for 
profit margins over the near-term 
future is not particularly bright, many 
believe that it will not be long before 
stable price conditions are seen again 
in the industry, with distress stocks of 
textiles generally worked off the mar- 


ket 


Silver 

Without wishing to encourage mem- 
bers of the silver bloc, who appear to 
have won their selfish way and em- 
barked the country on an extremely 
hazardous course, the details of which 
are as yet unknown, it does seem that 
there is one point in regard to the 
metal that merits attention. World sil- 
ver is currently quoted around 45 cents 
an ounce compared with a low of 
about 25 cents. But is it realized that 
in this comparison the “cents” are 
two entirely different things. Adjusted 
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For Profit 
and Income 


to gold, silver is currently selling for 
about 27 cents, compared with a low 
of 25 cents. Or, putting it another 
way, the ratio between an ounce of sil- 
ver and an ounce of gold is still about 
78 to 1, against the record of about 
83 to 1. If silver really is, as some 
contend, a precious “monetary” metal, 
it would seem extraordinarily cheap 
at current levels. On the other hand, 
if silver is really and truly a com- 
modity and nothing more, and realiz- 
ing that the “gold” comparison that 
has been made will give similar results 
if employed in wheat, cotton and nearly 
anything else, it would seem dangerous 
to commit oneself on this reasoning. 


she be * 
* iy * 


Breaking a Monopoly? 


The Aluminum Co. of America has 
long been a thorn in the side of poli- 
ticians because of its undoubted mono- 
polistic aspects. Apparently, however, 
investigation, and threats of action un- 
der the anti-trust laws, is not the end 
of its enemies’ weapons. It now ap- 
pears that the P W A is considering 
lending $20,000,000 to the Standard 
Aluminum © Alloy Co., Chicago, for 
the purpose of a manufacturing de- 
velopment in the Tennessee Valley. 
While it is much too early to hazard a 
guess as to the practical effects of this 
proposal upon the Aluminum Co. of 
America, one wonders whether the 
company and the Mellon family in 
general will be left in peace should it 
ye successful. 


Favorable Influence 


The extreme ease of money has long 
been pointed out as being a favorable 
factor in the outlook for bonds, for 
dividend-paying common stocks, and 
in less degree for all other stocks. But 
is it realized how extremely cheap 
money has become. The other day it 
was announced that a large bank in 




















New York offered time money at 1% 
for a year’s maturity—thereby estab- 
lishing in all probability a new record. 
Both bonds and stocks of a good, 
sound caliber can still be bought on a 
5% basis, but it is hard to see how 
they can continue to yield as much as 
this if money remains a perfect glut 
on the market. 


Kodak’s Increased Dividend 


Issuing annual reports only, the 
earnings of Eastman Kodak so far this 
year cannot be definitely known. For 
1933, the company reported the equi- 
valent of $4.76 a common share, com- 
pared with $2.52 for the previous year. 
But business since the first of the year 
cannot have slumped very much in 
view of the higher dividend that has 
just been declared. Moreover, it seems 
significant that the company did not 
declare “a dividend,” or merely an 
ordinary extra, but boldly raised the 
regular annual rate from $3 a share 
to $4. Of course, Eastman Kodak is 
among the richest of companies with 
$17,000,000 in cash and another $12,- 
000,000 in marketable securities, aside 
from other property, but even so, one 
suspects that the company is well abl 
to meet the disbursement from earn: 


ings. 


> 
e 


Tire Prices Strengthened 
Throughout the industry in the mid- 
dle of this month there was a general 
increase in the price of third and 
fourth line tires in accordance with 
the retail dealers’ code which set mini- 
mum prices for an “emergency” period. 
This is something of a new departure 
for NRA. Prior to this, anything in 
the nature of price-fixing has been ac- 
companied by complicated schedules of 
costs and overhead. Now, it appears 
we are to have just plain price-fixing; 
(Please turn to page 162) 
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Taking the Pulse of Business 


— Steel Faces Recession 


— Copper Stocks Lower 





cal volume of produc- 

tion, distribution and 
trade, expressed in terms of 
normal, has thus far receded 
only a few points from the 
highest level reached on the 
recovery, conspicuous weak- 
ness in the price structure has introduced uncertainties 
which are in marked contrast with conditions last year 
when production was rebounding swiftly from the stagna- 
tion caused by bank closings and prices were mounting 
rapidly in anticipation of inflation and the codification of 
industry. Comparisons with a year ago are thus becoming 
progressively less favorable, and our Business Activity 
index has dropped to 121, from the high record of 138 
attained around the middle of March. It is noteworthy 
that not all of the recent decline in this index is attribut- 
able to last year’s expansion; since a slight let down in 
steel mill operations has been noticeable during the past 
fortnight, and automobile production has dropped 20% 
from the maximum rate reached during the closing week 
of April. 

Recession in automobile production has been accom- 
panied by a noticeable falling off in sales at retail, espe- 
cially in the higher priced field, which is probably a 
natural consequence of weakness in the stock market. Un- 
settlement in commodity prices, which is depicted by the 
abrupt drop in our Raw Material Price index, has been 
largely responsible for curtailed sales in other lines, and 
present indications point to a considerable recession in the 
New Orders graph when all reports for the next point are 


A sine the physi- 


— Gasoline Prices Firmer 
— Rubber Control Plan 


— Textiles Overproduced 


received. Recession among 
the heavy industries is already 
noticeable in the report of 
building contracts let in 
April, which were 27% less 
than in March, and only 
132% ahead of last April 
compared with a 200% in- 
crease in March. The new housing legislation, if passed 
at the present session of Congress, may somewhat help 
the building situation eventually; though it comes too late 
to be of any material benefit this year, especially in view 
of the present high cost of construction and the depleted 
financial condition of present and prospective home owners. 
Some help for the capital goods industries may result from 
ratification of amendments softening the penalties of the 
Federal Securities Act; though the first response will be 
confined largely to refunding operations of which some 2.5 
billions are now under contemplation. 

The most serious obstacle to extension of the recovery 
movement at the present time lies in the weakness of com- 
modity prices and the decline in common stock prices. A 
number of explanations may be advanced to account for 
this. In commodities, there has been a considerable amount 
of manufacturing to build up inventories which, in many 
instances, were already excessive. Diminished hopes for 
silver inflation in the near future have also been a factor. 
Before long much is likely to be heard of the bootleg price 
tactics which are undermining the codes. So serious has 
this situation become that the Administration has an- 
nounced its intention of abandoning the impossible task of 
enforcing codes for intrastate business, along with a large 
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number of interstate codes affecting the smaller industries. 

It is noteworthy that the decline in our Common Stock 
Index has been out of all proportion to the as yet rather 
mild recession in industrial activity. To account for this 
it is not necessary to look beyond the very drastic provi- 
sions of legislation to regulate the issuance and dealings in 
securities, which can only discourage the flow of savings 
into the investment market, and are extremely deflationary. 
Specifically, the 45% margin requirement soon to become 
a law has recently caused a partial liquidation of the hold- 
ings of wealthy traders who hitherto have been permitted 
to carry stock on rather thin margin. Then again, the 
compulsory divorcement of banking security affiliates, 
which goes into effect on June 16, has necessitated the 
liquidation of stocks held by affiliates of a number of out 
of town banks, which could not be disposed of at private 
sale. 


The Trend of Major Industries 


STEEL—After rising to around 60% of capacity, steel 
mill operations are showing a tendency to slacken somewhat 
in consequence of the rather sharp drop in automobile 
production and the unsettling effect upon business senti- 
ment of the drastic bill to regulate the exchanges and the 
consequent melting of values on the Stock Exchange. If 
not followed by a serious slump in general business activity, 
some slowing down in the steel industry during the next 
month or two would be healthy; since production in excess 
of 53% of capacity under present conditions would merely 
go into inventories and so occasion a greater recession in 
activity after July 1. The pending slackening in opera- 
tions has been foreshadowed for several weeks by a re- 
actionary trend in the market for steel scrap. 


METALS—Quiet has reigned in the non-ferrous metal 
markets during the past fortnight though inventories in the 
hands of producers have been reduced considerably through 
stocking up activities on the part of middlemen and con- 
sumers. World stocks of refined copper at the end of 
April were 155,000,000 lower than on January 1. Gold 
mining stocks have made new lows for the year in conse- 
quence of the 25% tax imposed by the Canadian Govern- 
ment upon the differ- 
ence between $20.67 


of figures for Canadian nickel exports henceforth are to 
be discontinued in order to conceal the magnitude of for- 
eign demands for the metal for armament purposes. 


PETROLEUM—Daily average output of crude oil dur- 
ing the past fortnight rose by 35 million barrels, and ex- 
ceeded the Federal allowable by 110 million barrels. This 
increase, however, was far less than the great spurt in 
production which took place at this time last year, and 
current production is 215 million barrels under that of a 
year ago. A sharp rise in gasoline prices, occasioned by a 
firmer control over bootleg production, has brightened the 
outlook for refiners. 


RUBBER—The average restriction of 122% in exports 
for the remainder of the year, fixed by the international 
rubber control committee, was less stringent than antici- 
pated, and crude rubber futures have slumped badly during 
the past fortnight. It is estimated that, if restriction forces 
the price up to 15 cents, replacement of the natural prod- 
uct by reclaimed and synthetic rubber will rise to the 
annual rate of 450,000 tons, or 50% of current produc- 
tion. 


TEXTILES—Domestic consumption of lint cotton in 
April amounted to 513,000 bales, compared with 544,000 
in March and 470,000 in April, 1933. Net exports in 
April were only 374,000 bales, compared with 531,000 in 
March and 429,000 last April. Stocks of raw silk in 
storage on May 1 amounted to 61,000 bales, against 43,000 
a year ago. Net sales of broad silks during the last half 
of April were 25% lower than a year ago. All silk mills 
in New Jersey have been shut down for a week under order 
of the code authority. Over-production in both the cotton 
and silk industries has arisen largely from an effort to 
reduce unit costs by full-time operation. 


Conclusion 


The most conspicuous feature of recent business develop- 
ments has been a weakening in the commodity price 
structure, and a severe decline in our Common Stock 
Index out of all proportion to the as yet rather moderate 
recession in business 
activity. The drastic 





and the price received 


character of legislation 





for gold by Canadian 
mining companies 
which have been pay- 
ing dividends since the 
end of 1932. The In- 
ternational Tin Com- 
mittee has authorized 
a 10% increase, for 
six months beginning 
April 1, to the four 
signatory countries, 
Bolivia, Malay States, 
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July. The outlook for 
the capital goods in’ 
dustries is therefore 
not any too favorable, 
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The Readers’ Forum is intended exclusively to serve in the discussion of problems 
of general investment interest. It welcomes free expression of opinion. The services of 
this department also are available for answering investment questions of general: 
interests excluding inquiries regarding the position or prospects of individual securities. 








As Our Readers See It 





Investors Should Organize—In Defense of 
Profits—Can We Afford Lower Tariffs? 


Editor, READERS’ ForRUM: 


It has occurred to me several times 
of late, due to the existing political sit- 
uation, that some sort of a National 
Shareholders Association for the sole 
purpose of leading an aggressive fight 
against adverse legislation would be 
very beneficial for all shareholders. 
The millions of various stockholders 
from coast to coast, and border to 
border, would undoubtedly be able to 
exert tremendous pressure in Washing- 
ton towa:d .urping radical legislation. 

The Adn.:..Astration has its cards on 
the table to curtail profits and redis- 
tribute wealth, as though this has not 
been done already. Are we going to 
let them do it? Shall a handful of 
radical young squirts in Washington 
dictate to, and take from, the thrifty 
conservative folks, what they have been 
a lifetime building up? Not if we get 
busy, and act as a single unit; if we do 
not, we may expect most anything, for 
it is now a sin to be thrifty, and a 
crime to be a shareholder. Why not 
unite and fight for our rights? Labor 
is organized—why not capital?—STan- 
LEY K. Havsert, M. D., Springfield, 
Il. 


The above letter is one of many 
which from time to time have called 
for organization of investors in the 
cause of self-protection. By fortunate 
coincidence, an offer of leadership in 
such a movement was being made pub- 
lic at approximately the time this let- 
ter was written. On preceding pages 
of this issue of THE MAGAZINE OF 
WALL Street will be found an im- 
portant article by James W. Gerard, 
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former Ambassador to Germany, on 
the subject of investor organization. 


* * * 


In Defense of Profits 
Editor, READERS’ FoRUM: 


I am much gratified at the courageous 
stand you have taken both editorially 
and in the recent article by Mr. T. C. 
McClary. If the commercial world is 
not going to be turned topsy-turvy by 
labor’s greed and thirst for power it 
will be because of the invaluable en- 
deavor to rouse the Administration 
from its Utopian dream, of articles 
such as you have printed. 

It is worthy of notice that at a 
women’s meeting held last week in New 
York at which Mrs. Roosevelt was the 
guest of honor—coupled with William 
Green—the chairman alluded to Mr. 
Green as the head of the A. F. L. stat- 
ing that that organization was the only 
one to recognize, or words to that ef- 
fect. This seemed strange after the 
apparent recognization of the company 
unions of recent date. Mrs. Roosevelt 
also, forcefully uttered significant warn- 
ing against those who failed to know 
when a change had come or, seeing it, 
would not come into the ranks and 
march with it. It is difficult to deter- 
mine just how far the Administration 
and labor go hand in hand; certainly 
the endeavor of the Administration 
seems to be bent on depriving industry 
of its surplus capital, notwithstanding 
that in great measure such capital not 
only paid labor but also such dividends 
in the main, as were paid. It is hard 
to understand that people in high 





places with grand records cannot see 
that the time test—the great test— 
has yet to come; you cannot tax or col- 
lect taxes on anything but wealth! 
Rightfully on carnings, and earnings 
can only be earned by investment or 
labor; without industry—no labor; 
and, of course, no industry, without 
adequate earnings; therefore, no rev 
enue—then what? The ultimate you 


say! Yes! But you have to consider 
ultimates.—R. C. RowLey, New York 
City. 


Can We Afford Lower Tariffs? 
Editor, READERS’ FORUM: 


Theodore M. Knappen in his “Na- 
tionalism or Foreign Trade?” (March 
17) says some things which I do not 
believe can be proved. Writing about 
“Wide open international trade,” he 
savs “Ideal as might be the equilibrium 
of international trade which would fin- 
ally be attained under an international 
trade policy it is utterly impracticable. 
In the first place, it would, to be truly 
successful, require a benevolent inter- 
national trade attitude on the part of 
all nations—something that is not to 
be dreamed of until war shall be no 
more, including economic war.” 

To be truly successful, why would 
it “require a benevolent international 
trade attitude on the part of all na- 
tions?” I can understand why it would 
if our labor costs were higher than 
foreign labor, but H. H. Powers in his 
“Let’s Be Honest About the Tariff” 
(Atlantic, May, 1933) claims that our 
labor costs are less than foreign. Also, 

(Please turn to page 162) 
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Answers to Inquiries 








The Personal Service Department of THE MaGAZzINE OF WALL StreEET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested, or on the standing and reliability of your broker. 
your subscription should represent thousands of dollars in value to you. 


following conditions: 


1. Give all necessary facts, but be brief. 

2. Confine your request to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


This service in conjunction with 


It is subject only to the 








ATLAS POWDER CoO. 

In view of the Government’s plans to 
stimulate the heavy industries—construc- 
tion in particular—I had thought Atlas 
Powder would do better. Are there ad- 
verse factors I have overlooked? Shall I 
continue to hold 100 shares of the common 
stock bought at 444%?—J. J. S., Phila- 
delphia, Pa. 

The explosives sold by Atlas Powder 
Co. are used largely by the coal mining 
industry. The sharp upturn in earn- 
ings in the most recent quarters, there- 
fore, to a considerable extent is due to 
the unusually cold weather and great- 
er coal output. Net profits after all 
charges and preferred dividend require- 
ments for the three months ended 
March 31, 1934, were $354,635, equal 
to 92 cents a share on the common, 
which contrasts with net loss of $8,031 
in the first quarter of last year. For 
the full year 1933, net income was 
$709,334, equal to 76 cents a common 
share, as compared with $42,072, or 46 
cents a share of $6 preferred stock in 
1932. As of March 31, last, current 
assets, including $4,957,760 cash and 
marketable securities, were $9,982,914 
and current liabilities were $666,394. 
While coal mining probably will not 
continue through the summer at maxi- 
mum speed, other mining activities, 
railroad maintenance, government and 
private construction projects, etc., 
should provide a large volume of busi- 
ness. Since the company does not 

manufacture military or sporting ex- 
plosives, sales will closely follow indus- 


trial expansion. We know of no ad- 
verse factors in this situation which 
you may have overlooked, though the 
threatened investigation into the activi- 
ties of munitions manufacturers pos- 
sibly has been a depressing factor on 
the shares marketwise, despite the non- 
war character of its business. Since 
earnings are expected to continue satis- 
factorily throughout the year, the 
strong financial position gives good 
hope for a more liberal dividend pay- 
ment within a reasonable period of 
time. We can see no reason for you 
to become disturbed about your hold- 
ings in this sound stock and suggest 
it: continued retention. 


AMERADA CORP. 


Do you believe the current quotations on 
Amerada fully reflect its possibilities for 
the near future? Do you counsel holding 
the stock for both income and further price 
appreciation?—D, M., Baltimore, Md. 

Earnings of Amerada Corp. are cur- 
rently running at a higher level than in 
several years. For the three months 
ended March 31, last, net profits were 
$524,999, after taxes, depreciation, de- 
pletion and other charges, equivalent to 
68 cents a share on the capital stock. 
This compares favorably with the loss 
of $201,939 in the first quarter of last 
year, or the profits of $225,383 and 
$58,225 in the same periods of 1932 
and 1931, respectively. The first half 


of last year was a particularly difficult 
time for oil companies, resulting in 
heavy losses generally. However, in 
the case of Amerada, sufficient gains 
were made in the past half year to en- 
able the company to show a surplus for 
the year as a whole. The report for 
the year ended December 31, 1933, re- 
vealed a net profit of $380,443, equal 
to 50 cents a share, as against $1,147,- 
207, or $1.48 a share in 1932. Cur- 
rent assets at the year-end, including 


cash and marketable securities of 
$3,635,071, totaled $5,599,016 and 
current liabilities were $656,592. This 


strong financial position has permitted 
Amerada to continue unbroken the 
dividend rate of $2 a share paid since 
1926, despite inadequate earnings. The 
company is engaged principally in the 
production of crude oil and has large 
oil reserves, most of which are located 
in the prolific California and Mid-Con 
tinent fields. It is well situated tc 
benefit from increased prices for crude 
oil and gasoline and is little affected by 
the higher wage scales imposed under 
the N R A Code, since labor costs are 
a minor item in its operating expenses. 
During 1933, geophysical exploration 
was conducted on an enlarged scale, 
which has greatly increased the value 
of acreage retained or acquired. While 
we recognize that Amerada this year 
has sold at the highest prices in its 
history, its long-term earnings pros- 
pects are promising. Thus, we feel 
that the shares can safely be held 
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for income and further price apprecia- 
tion. 


CONTINENTAL OIL CO. 


Do you think Continental Oil’s prospects 
are such as to warrant early price apprecia- 
tion? Do you believe its earnings justify 
the expectation of further dividends? 
Would you advise buying this stock now? 
—C. M. H., New York, N. Y. 


Operating at a fair profit, a formerly 
large funded debt almost extinguished 
and with the financial position excel- 
lent, the shares of Continental Oil Co. 
are among the more attractive in the 
oil group. At the time of merger in 
1929, funded debt amounted to $36,- 
247,553, but at the present time fixed 
obligations total only around $5,000,- 
000, due to open market purchases and 
formal redemptions. Since there is no 
preferred stock outstanding, it is rea- 
sonable to assume that shortly all earn- 
ings will be available entirely for the 
common shares. In the quarter ended 
March 31, 1934, net profits were 
$1,211,483, equal to 25 cents a share, 
in contrast with net loss of $2,825,247 
in the first quarter of last year. For 
the full year 1933, net profits were 
$872,692. Including non-recurring 
profit of $1,306,954 realized on sale of 
an English subsidiary and another small 
adjustment, the total net profit last year 
was $2,275,860, or 48 cents a share, as 
compared with loss of $1,444,133 in 
1932. Current assets as of March 31, 
including cash, government securities, 
etc., were $36,727,021 and current 
liabilities were $8,090,278. In accord- 
ance with the new custom of declaring 
dividends to the extent earned, Conti- 
nental recently paid a dividend of 25 
cents a share. Conditions in the oil 
industry have greatly improved as a 
result of trade agreements and the 
N RA code. Continuation of pres- 
ent profitable operations is, therefore, 
indicated. Purchase of Continental 
Oil shares at current levels seems advis- 
able on the basis of larger per share 
earnings and dividend expectations. 


ARCHER-DANIELS-MIDLAND 
Co. 

Please give me your opinion of the near- 
tevin prospects for Archer-Daniels-Midland 
common. Do you believe an early increase 
ix dividends possible? Do you advise me to 
hold or sell 150 shares bought at 20%? 
—K.L.N., Rochester, N. Y 

Continued expansion in building 
construction and renovation, the in- 
auguration of “clean up—paint up” 
campaigns and other increased uses for 
paint are of real significance to the 
stockholders of Archer-Daniels-Mid- 
land Co., which is the leading producer 





of linseed oil sold largely to the paint 
industry. Due to the stagnation of the 
building trade during recent years, the 
company has been forced to extend its 
activities into other fields. The acquisi- 
tion of the Commander-Larabee Corp. 
gave Archer-Daniels important grain 
storage facilities, as well as a flour 
milling business. It also produces lin- 
seed cake, meal, vegetable oils and cat- 
tle feeds. Higher commodity prices 
have caused the farmers to again turn 
to prepared foods instead of using their 
grains for feeding purposes. The sharp 
upturn in Archer-Daniels’ earnings re- 
flects these several favorable develop- 
ments. For the 9 months of the present 
fiscal year, ended March 31, 1934, net 
profits were $1,492,537 equal, after 
preferred dividends, to $2.39 a com- 
mon share, as compared with $630,512, 
or 82 cents a share in the corresponding 
period of the previous fiscal year. In 
the quarter ended March 31, last, earn- 
ings were equivalent to 92 cents a com- 
mon share in contrast with 28 cents a 
share in the same quarter a year ago. 
It is estimated that about $3.40 a share 
will be shown for the year to end June 
30, next. While recent balance sheet 
figures are not available, it is obvious 
that the financial position will show an 
improvement over the last report. As 
of June 30, 1933, current assets were 
$17,854,259 and current liabilities were 
$8,387,303. In our opinion, the pres- 
ent price for the shares neither fully re- 
flects the improved earnings nor the ex- 
cellent prospects for an early increase 
in the dividend rate. Accordingly, we 
would counsel retention of your shares 
for their future profit possibilities. 


COMMERCIAL SOLVENTS 


Please favor me with your opinion of 
Commercial Solvents. I bought 100 shares 
al considerably higher prices earlier this 


year, and am unable to account for its 
present weakness. Would you advise me 
to hold or sellf?—B. T. S., Los Angeles, 
Calif. 

As the leading producer of industrial 
solvents in the United States, Commer- 
cial Solvents has benefited to no small 
degree from improved conditions 
throughout the country. Its principal 
product, butanol and its derivatives, de- 
natured alcohol, ethyl alcohol and ace- 
tone, are widely employed in the chem- 
ical, textile, paint and food fields. The 
automobile industry is probably its larg- 
est single customer, since butanol is 
used in lacquers, the demand for which 
closely follows automobile production 
schedules. With a large capacity for 
the production of ethyl alcohol, the 
company benefited substantially from 
repeal of the 18th Amendment. This 
is revealed in the report for the De- 


cember quarter, when earnings equiva- 
lent to 40 cents a share were nearly 
equal to the 48 cents a share earned in 
the preceding nine months’ period. 
While the company’s report for the 
initial quarter of the current year, 
when earnings were equivalent to 24 
cents a share, would seem to indicate 
that the initial tremendous demand for 
beverage alcohol did not hold, reason- 
able profits from this division may be 
expected over the balance of the year. 
The concern has maintained an excel- 
lent financial status, as revealed in the 
1933 year-end balance sheet, when total 
current assets of $7,695,879, including 
cash alone of $1,646,642 compared 
with current liabilities of $1,268,744. 
The recent unfavorable market action 
of the stock probably reflects the indi 
cated drop in the company’s beverage 
alcohol sales, together with some sea- 
sonal decline in other divisions and gen- 
eral market unsettlement. Because of 
the promising longer term outlook, 
however, we feel that the issue offers 
sufhcient attraction around current 
levels to justify its continued retention. 


BOHN ALUMINUM & BRASS 
CORP. 

What effect do you think “slackening- 
off” in automobile production should have 
on Bohn Aluminum’s 1934 earnings? Do 
you believe this eliminates the possibility 
of a dividend increase? Would you recom- 
mend buying this stock at current levels? 
—l”, J. C., New Orleans, La. 

Reflecting increased activity of the 
automotive industry last year, Bohn 
Aluminum © Brass Corp. was able to 
report earnings equivalent to $4.24 a 
share on its capital stock, against a sub- 
stantial deficit for 1932. This earnings 
improvement was continued during the 
initial quarter of the current year, 
when net income of $649,953 equiva: 
lent to $1.84 a share, compared with 
$335,323 or 95 cents a share in the 
preceding quarter and $100,602 or 29 
cents a share in the initial quarter of 
1932. The company produces a broad 
line of aluminum and brass castings, in- 
cluding many vital automobile parts. 
In addition to many leading automobile 
manufacturers, it numbers among its 
customers manufacturers of vacuum 
cleaners, washing machines and_air- 
planes. In fact, any organization which 
manufactures high-speed light-weight 
machinery is a potential customer. The 
company pioneered the aluminum pis- 
ton and more recently introduced a 
perfected cylinder head made from the 
same metal. The latter rendered pos- 
sible an increase in compression ratio 
and has been adopted by such com- 
panies as Ford, Auburn, Chrysler, Hud- 
son, Studebaker and others. Consider 
able experience was gained by the 

(Please turn to page 155) 
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MARKET REACTION 





THE WEEKLY BULLETIN 


Our weekly bulletin of eight pages is 
mailed every Tuesday. It contains clear- 
cut instructions upon the proper action 
to take on the sound issues selected by 
our market technicians; also, concise 
and up-to-the-minute descriptions of the 
Technical Position of the Stock Market, 
the Business Outlook and many informa- 
tive charts and tables. Special editions 
with specific recommendations are mailed 
frequently during the week. 





TELEGRAPHIC SERVICE 


Telegraphic service is available on all 
of our three active market programs— 
Trading Advices, Bargain Indicator and 
Unusual Opportunities. Clients as far 
away as the Pacific Coast, therefore, can 
be within a few minutes of Wall Street. 
Recommendations can be received and 
acted upon quickly and profitably. Our 
confidential private code enables sub- 
scribers to receive information with se- 
crecy and economy. 


CONSULTATION 
PRIVILEGES 


Our Personal Service Department will 
make a thorough analysis of your hold- 
ings upon your enrollment and will ad- 
vice you definitely what to retain and 
what to sell in order to keep your funds 
employed advantageosuly. During the 
entire term of your subscription we shall 
be glad to have you consult us on any 
issues in which you are interested. 








offers exceptional new 
opportunities for profit! 


As a result of the severe decline since April 2!st, the market has 
strengthened its technical structure and discounted immediate un- 
certainties. You now have the opportunity to make commitments 
in sound issues, at attractive levels, that are due for substantial re- 


bounds. 


With the passage of the National Securities Exchange Bill and the 
adjournment of Congress—a favorable uptrend is anticipated. This 
should be accelerated by the Administration's new construction pro- 
gram and other recovery measures. A sharp advance may readily 
be witnessed when the market begins to discount Fall business ac- 
tivity which is expected to reach a new peak. 


Now is an excellent time to place your efforts under the guidance of 
The Forecast. Through its definite, continuous counsel you will be 
directed in the conduct of a well-balanced, flexible market program 
to secure sizable profits through important intermediate movements. 


Several stocks that, in our opinion, have established technical bottoms 
and offer material near-term profits have just been selected by our 
analysts. Immediately upon receipt of your subscription these recom- 
mendations will be sent to you. You can take full advantage of them 


by enrolling at once. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


Cable Address: Tickerpub NEW YORK, N. Y. 


90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription to The Investment and Business 
Forecast. I understand that regardless of the telegrams I select I will receive the com- 
plete service outlined by mail. ($125 will cover an entire year’s subscription.) 
Send me collect telegrams on all recommendations checked below. (Wires will be sent 


you in our Private Code after our Code Book has had time to reach you.) 


Short-term recommendations following the intermediate 
rallies and declines (to secure profits that may be ap- 
plied to the purchase of investment and semi-investment 
securities). Four to six wires a month, Three to five 
stocks carried at a time. $1,000 capital sufficient to pur- 
chase 10 shares of all recommendations on over 50% 


ic] TRADING 
— ADVICES 


margin, 


ze UNUSUAL Speculative investments in low-priced but sound issues 
serurpeparce that offer outstanding possibilities for market profit. 
OPPORTUNITIES Three to four wires a month. Three to five stocks car- 


ried at a time. $500 capital sufficient to purchase 10 
shares of all recommendations on over 60% margin. 


Dividend-paying securities entitled to investment rating, 


[] BARGAIN wt : 3 hy A ; : 
. = js with good profit possibilities, hnree to four wires a 
INDICATOR month. Three to five stocks carried at a time. $1,000 


sufficient to purchase 10 shares of all recommen- 
dations on over 50% margin. 
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Electric Bond and 
Share Company | 


Two Rector Street 
New York 


























Quotation Record 
of Stocks | 


Contains approximately 100 pages of 
important statistical data on all stocks | 
dealt in on New York Stock Exchange, | 
New York Curb Exchange and other | 
leading stock exchanges. 
Contents include price ranges, current 
yields, price trends, capitalizations, rat- 
ings, dividend records, yearly and in- 
terim earnings, etc. | 

Copies will be sent upon re- 

quest to those who address us 

on their business letterhead. 


| 
Odd Lots—100 Share Lots | 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
Members N. Y. Curb Exchange (Assoc.) 


20 Broad Street New York | 






































For Business or Personal Use 


Boxes and safes in our modern safe de- 
posit vaults are available in a wide variety 
of sizes, suitable for individuals, business 
and professional firms, and estates. Rentals 
are moderate. Numerous coupon and 
conference rooms are a special advantage. 


Guaranty Safe Deposit Company 
FIFTH AVENUE at 44th STREET 
MADISON AVENUE at 60th STREET 
NEW YORK 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a distri- 
bution of fifty cents per share on the Company's 
2,540,000 shares of capital stock without nominal 
or par value, payable June 15, 1934, to stockholders 
of record at the close of business on June 1, 1934. 

mM. 2. oe KNOBLOC H, ‘Treasurer. 
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mention The Magazine of Wall Street. 
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1932 1933 1934 Last Div’d 
ee ee —--*——~ Sale $ Per 
A High Low High Low High Low 5/16/34 Share 
A Re eee ee 94 17% 80% 34% 73% 5114 55 ‘2 
Atlantic Coast Line............... 44 934 59 1614 5444 3414 36 
B 
a 2134 334 37% 844 $446 21 23 rate 
Bangor & Aroostook.. ..-. 85% 9% 41% 20 46% 39% 40 2 216 
Brooklyn-Manhattan Transit... ... 5014 111% 4144 2134 3954 2814 3534 +. 
Cc 
Canadian Pacific................. 2054 1% 20% 114 184% 1234 16% 
Chesapeake & Ohio.............. 314 934 4914 2454 47% 3914 4414 2.80 
C. M. & St. Paul & Pacific........ 4% 34 11% 1 8% 44 LS 
Chicago & Northwestern.......... 14% 2 16 1% 15 65% 93% 
Chicago, Rock Is. & Pacific....... 1634 14 10% 2 64% 234 3% 
D 
Delaware & Hudson............. 9214 32 9334 8754 734% 50 52 
Delaware, Lack. & Western....... 45% 84 46 174% 3334 20% 22 
E 
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G 
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N 
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N. Y., N. H. & Hartford.......... 3154 6 347% 11% 241 13% 143% 
N. Y.. Ontario & Western......... 15%4 354 15_ 7% 115% 134 1% 
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Pp 
a ee 23 34 614 4214 1334 894% 2814 30 . 50 
Pere Marquette................. 1 13, = 87 3% 38 1642-25 2 
Ss 
St. Louis-San Fran............... 654 5% 9 % 454 2% 234 
OGUIREN DIC 5 sos e ccc cccseee BOG 64 3834 114% 3334 1815 213% 
Southern Railway................ 181% 216 36 4) 36145 21% 24}2 
U 
Union Pacific.................... 944% 275% 182 6114 1337, 1101 11914 6 
WwW 
Western Maryland............... 11% 1% 16 4 174 834 10% 
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Industrials and Miscellaneous 
1932 1933 1934 Last Div’d 
ee —_— Sale $ Per 
A High Low High Low High Low 5/16/34 Share 
ee 9% 154 134% Be 11% 654 84 vr 
Ee EIS BONE 5 55.0 cscs sic sc s 6316 30% 112 474 10614 9334 95 3 
Alaska Juneau.... oie ee 134 33 11% 237, 17% 1814 *.90 
I ND 5 oso inissis 5: 0's snes 356 ¥% 814 A 514 21 234 
Allied Chemical & Dye........... 8814 4214 152 10°; 16034 12614 1297% 6 
Pilig TRIES TATE... os 5:0 00 0.00:65 15%¢ 4 2634 6 233, 13%4 1544 
Amer. Brake Shoe & Fdy......... 17% 6% 42! 9% 38 2334 27 80 
eS SO ere 137% 2954 10014 494 10734 9014 92 4 
eer 17 3% 3934 6% 337% 19% 2034 
Amer. Com’! Alcohol............. 27 11 8974 13 621% 36% 37! 
American & Foreign Power....... 15 2 1954 3% 1334 a 
Amer. International Corp.......... 12 24% 15 \% 4\4 11 61% : 
Amer. Mach. & Fdry............. 22% 1% 2234 8% 19%4 13, 141% .80 
Amer. Power & Light............. 174 3 19% 4 1214 5% 7% — 
Amer. Radiator & S.S............ 124 3% 19° 4% 175, 12 1314 
Amer. Rolling Mill............... 1814 3 317% 534 2814, 16%, 17% 
Amer. Smelting & se al ~o TEree 5% 53)2 10%4 5144 3534 37% 
Amer. Steel Foundries . Serra | 3 27 4% 2614 15 1614 
Amer. — —- Sek ae ae Na 15 3914 13 74 21% 61 46 6134 2 
Amer. Tel. & Tel Seer. ) | 704% 13434 8614 12544 10734 112%4 9 
Amer. Tobacco Com.. ets were es 404 901% 49 8234 65% 68 5 
“REE. TSS eee 89°4 44 9454 50°4 8415 67 70 5 
Amer. Water Works & Elec....... 341% 11 4314 10% 275, 163% 18 i 
Amer. 1 10 15% 17 34 17% 814 107% Ae 
do Pfd 39% 1514 67% 225% 8354 1% 
Anaconda Copper Mining 19% 3 22% 5 173, 113 13% ; 
Tg Sek bbe kaos sonnet 234 5% 134 1% 8 4% 6% 
ly aR eee. | 3% 34 3% 244 3 
Atlantic Refining................. 21% 8% 3214 12% 3514 21% 2434 | 
EGE Babs 5.5005 ete 15134 28%4 8414 31 573, 314% 34 2 
Aviation Corp. Del............... 87% 1% 16%¢ 51% 0% 5% 6°34 
B 
Baldwin Loco. Works............ 12 2 1754 314 16 9% a. 
OS CS eee 7 % 11 3 aD... 7 1% 
Beatrice Creamery............... 4314 10% 27 7 1834 10% 15% 
Beech-Nut Packing.............. 4534 29144 704 45 67 58 61 
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Bendix Aviation............ 18°4 
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F 
Firestone Tire & Rubber.......... 18% 
First National Stores.......... .. 54% 
Ss SS ae 5% 
Proopert Temes Ce... sc cc swecas 2854 
General Amer. Transpt...... 3534 


General Asphalt................- 15% 
General Baking........cc0scceese 


Gomoral BICGiane. . «2. .cccceccess 26% 
Ghee OGRE cc nsec ees cccncces. BOS 
General Mills................... @% 
General Motors Corp............. 24% 
General Railway Signal..... 2854 
General Refractories....... 15% 
Gillette Safety Razor............. 2414 
RSME OO so creaidns 4 o50ss aes es 10%% 
Gold Dust Corp......005.0220056 BOR 
Goodrich Co. (B. F.)..... 123% 
Goodyear Tire & — oie. ee 
Great Western Sugar.. Me ee 
H 
Hershey Chocolate. . is 
Houston Oil of Texas (New mavlewaats 5% 
Hudson Motor Car....... 0200 11% 
Hupp Motor Car........2s.sccees 634 
I 
Ingersoll-Rand. ..........---2+e0+ 4474 
Inter. Business Machines......... 117 
RGIGl OES 5 6s.s 00.045 ak ac bogcle 1834 
Eriter, FARTVOBUCL. 0.06000 cccseces 341% 
BAtOr, TUCO save o:0:s cieee's anes 12% 
Interr.ational Shoe..............- 4434 
ae SD err ro 1534 
Cee | 
Johns-Manville............cccee0 3334 
K 
Kelvinator . afeotears laine eee 
Kennecott Copper. Sacen dk eraeee 1914 
Kresge (S. S.) bs istebews 3) 
Kroger ade & Baking .. Jed 3 TS 
L 
RII NOD bios ccc oa cis winldeee esse 5634 
Lehman Corp.. Tiina se 
Libbey-Owens- -Ford .. ES oueie's 9% 
Liggett & — ROBNES cecteees 674 
Liquid Carbonic. cnpamees ae 
Loew’s, Inc. . oh Gah Sean = 
Loose Wiles Biscuit. hates sis o erase a 3634 
Oo Ee rec 1834 
7 
Mack Track, THC. ......6 0660000000 2834 
Macy (R. H. ,) Bis atevala sevens se Mob bios 6014 
Marine Midland .............+.- 1433 
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1933 
High Low 
21% 6% 
33% 9 
4914 10% 
58}4 914 
373% 18 
2214 54 
1454 2% 
207% 6% 
4314 844 
41% 1% 

103% 3014 
2934 5% 
58% 4% 
44% 5% 
6244 14% 
5754 134 
05 134% 
223% xf 
711% 23% 
28% 9 
19144 4 
434 18 
574 9 

6% 1% 
27% 1% 
641% 34 
15% 5 
183% 354 
3614 1014 
1954 4% 
9054 453% 
65 144% 
5914 20% 
43% 14 
2914 1744 
3914 12 
263% 104 
18% 1044 
963% 3234 
8934 46 
27% 10 
15% 3% 
54 21 
31% 9% 
7034 43 
19 12 
4934 16% 
4314 1334 
27 45% 
20% 104 
3044 1044 
39% 21 
71 3514 
3534 10 
4914 1344 
1934 2% 
2034 1% 
20 334 
2734 12 
2114 3 
476 914 
41% 7 
72 35% 
1% 1% 
1634 3 
134 1% 
78 19% 

15314 7534 
40 6% 
46 1354 
2344 6%4 
565 2456 
21°4 5% 
6314 12% 
1554 3% 
26 7% 
16% 54 
3554 14% 
41% 1934 
19% 374 
37% 434 
993, 4914 
50 104% 
36% 8% 
4434 19% 
25% 10% 
4634 134% 
6534 2414 
11% 5 


1934 
High Low 
237% 135% 
as 
% 
685, 4954 
2714 197% 
2858 20°54 
19% 12 
19%% 12% 
3234 19 
2914 21 
86%4 46 
3334 23144 
44% 24% 
404% 30% 
4874 34 
6054 36% 
27 954 
18% 9%% 
11% 58 
1944 11% 
354% «1854 
595, 3554 
3634 1934 
sis; 23° 
A, 
47% 3154 
14%, 934 
834 69!4 
3554 233% 
2234 1644 
8445 60% 
3614 2414 
5034 37 
54 2% 
2814 «2134 
23° is 
2814 1414 
103% 80 
964 79 i 
313% 18% 
9% 44 
52 4054 
2544 17 
675 5414 
17% 124% 
503g 35 
4354 331% 
2316 15\4 
1454 934 
2514 1814 
36% 32 
645, 537% 
42 297% 
4534 314 
ae 
283g 155 
23° 1654 
18 1214 
4134 261; 
3435 25 
647% 4814 
55g 34 
2414 121% 
1% 3% 
1334 50 
14914 132 
873, 2214 
467% 30 
2914 21 
50%, 40 
17% 113% 
66%< 44 
214% «411% 
231754 
223, 1334 
3354 2334 
313g 2214 
78 6455 
i Bh 
3534 2534 
8514 2534 
4434 3814 
19% 1534 
4134 2354 
6214 39% 
9 534 


Last 


5114 
135° 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 


Div’d 
Sale $ Per 
5/16/34 Share 
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Odd Lots 
Full Lots 





TOCKS - BOND 


Commission Orders 
executed for cash or 
conservative margins. 





29 Broadway 
Uptown Office 


Walter J. Fahy & Co. 


Members New York Stock Exchange 
New York 


Albany, N.Y. 


522 Fifth Ave. DeWitt Clinton Hotel 




















Members { 


STOCKS AND 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 


Inquiries Invited 


| SPRINGS & CO. 


* BROKERAGE SERVICE SINCE 1898 ”° 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
and other leading exchanges. 
60 Beaver St., NEW YORK 15 W. 47th St. 








| ‘Points on | Trading 





52 Broadway 


and other valuable information for 

investors and traders, in our helpful 

booklet. Copy free on request. 
Ask for booklet MG 6 


Accounts carried on conservative margin. 


(HisHoLM @ (HAPMAN 


Established 1907 
Members New York Stock Exchange 
New York 


























60 Broad Street 


ODD LOTS 


In listed securities carried on 
conservative margin. 
Your Inquiries Invited 


Dunscombe & Co. 


Members New York Stock Exchange 
New York 
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Sophisticated 
Michigan Ave 
at Your Door 


...and the ebb and 

flow that marks 

Wg 3 Chicago’ Loop just 
A a few steps away. 
The Auditorium Ho 


tel has just been 
% fully modernized 
at a cost of over 
$100,000.99 


RATES 
$3.00 .... Single 
$5.00 ... Double 

with Bath 








Send for illustrated folder.. 
ARTHUR J. NEWMAN, Manager 





UDITORIUM HOTEL 


CHICAGO 











Dividends and Interest 








Chrysler Corporation 
* DIVIDEND ON COMMON STOCK : 


A regularquarterly dividend, tor the second quar- 
ter of 1934, of twenty-five cents ($.25) per share, 
and a special dividend of twenty-five cents ($.25) 
per share, on the Common Stock, have been de- 
clared, payable June 30, 1934, to stockholders or 
record at the close of business June 1, 1934 


B. E. Hutchinson, Vice President and Treasurer 








UNDERWOOD ELLIOTT FISHER COMPANY 
A dividend of $1.75 a share on the Preferred 
stock and a dividend of 37%c a share on the 
Common stock of Underwood Elliott Fisher 
Company will be payable June 30, 1934, to 
stockholders of record at the close of business 
June 12, 1934 

Transfer books will not be closed. 

Cc. &: DU NC AN, Treasurer. 








THE ELECTRIC STORAGE BATTERY COMPANY | 


Allegheny Avenue & 19th Street 
Philadelphia, May 18th, 1934. 








| 
| 


| 
| 
| 


The Directors have declared from the Accum 
ulated Surplus of the Company a quarterly dividend 
ef Fifty Cents ($.50) per share on the Common 
Stock and the Preferred Stock, payable July 2nd, | 
1934, to stockholders of record of both of these 
classes of stock at the close of ay siness on June 


9th, 1934. Checks will be maile 


WALTER G. HE INDE RSON, Treasurer. 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 


1934 Last Div’d 
















1932 1933 
— ~~ Sale $ Per 
M High Low High Low High Low 5/16/34 Share 
Mathieson Alkali................. 20% 9 4654 14 4034 28 2954 1% 
REG DOR, TPOTOB..... ccccscssvee 20 9% 33 934 443, 30 3744 1.60 
McIntyre, Porc M............... 215% 13 4834 18 5044 38% 43% 114 
McKeesport Tin Plate............ 624% 28 9534 44% 944, 83 8534 4 
Mont. Ward & Co................ 164 3% 2874 8% 353g 21144 2434 a 
N va 
eee eee 1934 8 27 11% 3214 15% 174 on 
ee er ere 46% 20% 6054 3114 4915 35 35 2 
National Cash Register A......... 1834 6% 2354 5% 235g 14% 1534 s 
National Dairy Prod.............. 31% 14% 2534 Tto% 18 13 16% 1.20 
National Distillers............... 274 13 3514 20% 3154 2314 25 
National Power & Light.. cooce eee 6% 20% 6% 15% 814 10 80 
JU eee arr 3374 13% 55% 15 5844 41 4214 1 
North Amer. Aviation............. 6% 1% 9 834 4\% 4% 
North American Co............... 438% 1334 36% 12% 2514 18% 16 50 
ot EAS ere rs 11 5 17% 4% 15% 10% 11% .15 
NS ae eee 2214 9 25% 10% 1933 14 .60 
CL” ere 914 1% 944 \% 8 4% oe 
a ea 4214 12 9634 314 94 13% 14 3 
P 
Pacific Gas & Electric............ 16% 31% 15 23144 16% 174% 1% 
US ae 2034 43 3% 22 37 2315 31 3 
Packard Motor Car.............. 64 1% 6% 134 6% 354 4 
Paramount le pubsbornS canine 5 1% 214 % 544 134 4% 
Penney g. C) eee 13 56 194 67% 61% 574, =*2.20 
Peoples as—Chicago.. eon 39 78 25 43% 27 1 
Phelps Dodge Corp.............. 3% 18% 4% 18% 145% 1534 25 
Phillips Petroleum............... 1834 434 203, 16% 17% 50 
Procter & Gamble. ae 19% 474 1954 414 33% 34 1% 
Public Service of N. J. 67% 3254 45 3554 2.80 
Pullman, Inc....... 4 Sele 10% 68% 18 59% 474% 4934 3 
RMON ccs cc cccancecen 6% 2% 153% 2% 14% 9% 103% 3 
ce 4% 25% 6% 1934 12% 13% 1 
R 
Radio Corp. of America....... 2% 124% 3 9% 6% 1% 
Radio-Keith-Orpheum.. as 3 1% 534 1 4% 2% 2% 
Remington-Rand........ 2 oe 1 114% 2% 133% 6% 95% 
Republic Steel.............2.000. 1% 23 4 25%, 15 16% 
Reynolds (R. J.) Tob. C1. B....... 4014 2614 6414 26% 4512 393% 42 3 
Ss 
A. Se eee 5914 30} 62% 28 57 4854 3 
Sears, Roebuck & Co ’ 975, 0 ea 124 514 40% ae 
Seaboard Oil—Del.... 20% 6% 43% 15 . % 25% 321% *.80 
oS eee 5% 1% ™% 1% 4% h, ius 
TS eee 1234 5 134% 534 13% 6% 9% 24 
UU. aa 8% 2% 11% 4 11% 1% 84 sx 
Simmons Co.. aeeeanao eee 2% 31 4% 24% 14% 16 ae 
Socony-Vacuum Corp.. Sore || 5% 17 6 19% 14 15% .30 
Lh as aa 3234 1534 28 14% 22% 16% 16% 2 
Standard Brands.. sees SaEee 8% 3754 13% 2514 18% 1934 1 
Standard Gas & Elec. Co......... 3414 1% 2214 5% 17 65% 934 ae 
Standard Oil of Calif............. 31% 15% 45 19% 42% 305% roth 1 
Standard Oil of N. J.............. 87% 19% 47% 2234 50% 41% 41% 1 
Sterling Products... .....0ccecee Pre aint 63 4534 61% 47% 57 3.80 
EINES 9 iain <i ce0.'6'9 19 40.0 8% 1% 11% 2% 105% 6% 1% site 
NDI, ST MIIODE «2.» 00004006900 17% 4% 19% 5% 138% 6 
ey on ae 1334 2% 8% 1% 9% 4% 5 
= 
PURE on oceakasssess0swass 1844 9% 30% 10% 29% 21% 231% 1 
Texas Gulf Sulphur.............. 26% 12 454 15% 4344 30% 3234 2 
Tide Water Assoc. Oil............ 5% 2 11% 3% 14% 814 12% ye 
Timken Roller Bearing........... 23 1% 3514 13° 41 26%4 28% 1 
TEMRMAMCTION COPD . 2650 son cesses 1% 2% 93% 25% 8% 5% 6 1214 
Tri-Continental Corp............. 5% 1% 8%4 254 6% 4 4% as 
U 
Underwood-Elliott-Fisher......... 24% 1% 39% 9% 51% 36 39 1% 
Union Carbide & Carbon 36% 15% 61% 19% 50% 357% 3734 1 
Union Oil of Cal....... ... 165% 23 3% 8% 20% 1 1 1 
United Aircraft & once ehuecs se 6% 46% 16% 3734 17% 2054 
United Carbon. kksanave ee 6% 38 10% 45%4 35 39% 1.72 
United Corp.. DR ty sci 3a Sots oe SO 3% 14% 4 8% 4% 5% A 
United Corp. Pfd. SEPP re Cree 39% 20 407% 22% 37% 2434 31 3 
United Fruit. Le eien woe Kae 6 10% 68 23% 77 59 6734 "216 
United Gas Imp re 9% 25 13% 20% 144% 15%4 1.20 
U.S. Setneteial Alcohol. ee | 134% 94 13% 6434 37 40 
eS 5 Berry 18% 1% 22% 6% 33 18 22 60 
Saas mer 11% 2 14% 2% 1234 634 7 
U. S. Rubber. wa. 1% 25 2% 24 14%4 1814 ee 
U.S. Smelting, Ref. & k Mining. w... 22% 10 105°% 13% 135% 96% 111% "64 
U. S. Steel Corp.. sso PR 21% 674 23 3% 59% 3934 4144 pte 
U. S. Steel Pfd. Are | 614 105! 53 99% 86 87% 2 
Util. Power & Lt.A.............. 10% 1% 8% 1% 5% 2% 
rma \ % 5% 364 1% 31°4 18 1934 
WwW 
Warner Brothers Pictures . Sing 4% 4 9% 1 844 41% 514 
Western Uniow Tel...........200. 50 12% 114 174% 667% 40%4 42 au 
Westinghouse Air Brake .. wera. |! 9% 35% 11%4 36 257% 26'4 1 
Westinghouse Elec. & Mie... wee 43% 15% 68%4 193% 474%, 3044 3214 i 
White Motor... a 2714 6% 261% 151% 2814 1614 161% or 
Woolworth Co. (F. W.)........... 45% 22 507% 254 547%, 41% 49 2.40 
Worthington we & Mach....... 24 5 39% 8 31% 17 20% ne 
57 254 57% 3414 65 6414 61 *31¢ 


Wrigley (W. Jr. » 
§ Payable 4 stock. ‘* Including extra. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Answers to Inquiries 
(Continued from page 150) 








manufacture of bearings for aircraft 
engines, and this has been utilized by 
the company in the development of a 
bearing particularly adaptable to the 
new high-speed automobile motors. 


‘Brass, bronze and aluminum products 


ot various types employed by the 
plumbing and architectural trades are 
also manufactured. Last year, the com- 
pany added substantially to its metal 
inventories at prices considerably below 
those now prevailing. While some 
slackening in demand from the automo- 
bile industry may be noted during the 
summer months, we do not feel that 
this will be anything but temporary. 
Certainly, Bohn Aluminum’s strong 
trade and financial position, together 
with its promising longer term outlook, 
would appear to warrant an increased 
dividend later in the year. Thus, we 
feel that purchases should prove prof- 
itable if made during reactionary 
periods of the market. 


HIRAM WALKER-GOODERHAM 
& WORTS, LTD. 


Last year I made a nice profit on Hiram 
Walker-Gooderham & Worts. Now that 
this stock is back near where I bought it, I 
would like to know if current prices ac- 
curately reflect its possibilities? Or do 
you think the stock should be purchased 
around present prices?—L. A. R., Buf- 
falo, N. 


While no recent statement of earn- 
ings has been released by Hiram Walk- 
er-Gooderham & Worts, Ltd., there is 
no question but that this leading Cana- 
dian distiller has benefited to a marked 
degree from repeal of the 18th Amend- 
ment in the United States. Moreover, 
improved economic conditions in Can- 
ada are understood to have consider- 
ably aided domestic sales. The man- 
agement, recognizing the advisability of 
establishing a distillery in the United 
States, purchased, last summer, some 20 
acres of land at Peoria, Ill., upon which 
a plant, said to be the largest in the 
world, has been erected. This will en- 
able the company to compete on an 
equal price basis with domestic distill- 
ers, while its widely-known name will 
add prestige to its products and should 
prove of considerable benefit. 
Prior to repeal, the company is under- 
stood to have had on hand 14,500,000 
gallons of aged whiskey, the greater 
part of which was over four years old. 
Naturally, there has been a great de- 
mand for such whiskies on the part of 
American rectifiers, due to the fact that 
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sales 








i reductions reduce revenue. 


Expenses are increasing due to 


NRA, higher taxes, and the cost of government investigations. 
Continuation of this trend will make it difficult to earn even operating 


expenses and taxes. 


There would have been $12,496,000 more for investors in 1933 if the 
Associated Gas & Electric System had received 1928 electric rates, paid 
taxes at the 1926 rate, and employees had not been insured. 

The Associated Gas and Electric Plan of Rearrangement of Debt 
Capitalization aims to protect investors against adverse developments 
that cannot be controlled by management. 





ASSOCIATED GAS & ELECTRIC SYSTEM 


61 Broadway, New York 











stocks in this country were entirely too 
low to anywhere near meet require- 
ments. Prior to the erection of the Peoria 
plant, the company had a potential out- 
put of some 8,000,000 Imperial proof 
gallons annually, and an aging ware- 
house capacity of 15,000,000 proof gal- 
lons. The Peoria plant is designed to 
produce some 100,000 gallons of 95 
proof spirits daily. The management, 
as is common practice, plans to hold 
back about 50% of the output of the 
new plant for aging. In this connec- 
tion, it is well to bear in mind that the 
large inventories necessarily carried by 
distillers render unlikely dividend dis- 
tributions of the proportion often de- 
clared by concerns in other lines of 
business. Moreover, in the case of the 
subject company, the rapid expansion 
of plant capacity during recent months 
has unquestionably absorbed a consid- 
erable portion of earnings. Thus, dis- 
tributions on the common may be de- 
layed for some time, but the company’s 
leading trade position certainly renders 
its long-range outlook highly promis- 
ing. While there are indications that 
liquor prices will be reduced further, 
the drive being conducted by the Fed- 
eral Government to eliminate the illegal 
trafic should prove an offsetting factor. 
While speculative in character, we feel 
that the common stock of Hiram Walk- 
er-Gooderham & Worts, Ltd., offers 


definite attraction at present reasonable 
quotations. 


CHASE NATIONAL BANK 


I have some Chase National Bank stock 


bought in 1930 at around 100. I note it és 
now selling somewhat above its book value, 
but inasmuch as its business seems to be 
improving, I would like to know if this 
would be a good time to average down? 
—E. R., Norwood, Ohio. 

Bank stocks, as a class, declined dur- 
ing the closing months of last year to 
almost their depression lows, reflecting 
monetary uncertainties, unsatisfactory 
earnings and general distrust by the 
public of this type of security. The 
shares of the Chase National Bank 
proved no exception to this rule and 
declined to a small fraction of their 
prosperity quotations. With definite 
steps taken to stabilize the dollar, how 
ever, fear of “printing press” inflation 
eradually diminished and more atten 
tion was given to the intrinsic worth of 
such issues as Chase. On February 27 
last, stockholders of the bank approved 
the issuance of $50,000,000 in 5% pre- 
ferred stock and a reduction in the par 
value of the common stock from $20 to 
$13.55 a share. The latter released 
$47,730,000 which has been employed 
to write down certain assets to conform 
more closely with their present values. 


|b i>) 





While this conservative policy has re- 
sulted in a sharp decline in the indi- 
cated book value of the stock, it should 
be borne in mind that many of its in- 
vestments now being carried at a nomi- 
nal value may eventually reattain a 
good portion of their former worth. 
The report of condition dated March 
31, last, revealed an increase in deposits 
of $133,148,000 during the initial quar- 
ter, the total being $1,497,486,744. 
Since no further charge-offs are be- 
lieved likely and with indicated 
earnings in excess of dividend require- 
ments, the present annual distribution 
on the common stock may be regarded 
a> reasonably assured. Moreover, with 
the general outlook for trade promis- 
ing, there should soon be noted a de- 
cided increase in demand for credit, 
which will enable Chase to employ its 
large excess reserves profitably. Thus, 
while we recognize that stricter regula- 
tions now being placed upon banking 
institutions will eliminate certain for- 
merly profitable practices, we feel that 
you might well acquire additional 
shares of the subject company for rea- 
sonable appreciation over the longer 
term 


E. G. BUDD MANUFACTURING 
CO. 


Do you feel that the manufacture of 
streamlined trains by Budd Manufacturing 
Co. holds promise of sizable profits? I am 
considering a commitment in the common 
stock, but would like your opinion before 
taking action—C. C. M., Troy, N. Y. 

The E. G. Budd Manufacturing Co. 
has long been a prominent factor in the 
development and manufacture of vari- 
ous types of all-steel bodies and related 
products. Its most recent innovation is 
that referred to in your letter, namely, 
a streamlined train, capable of high 
speed at a comparatively low operating 
cost. In addition to the train which 
was recently built for the Chicago, 
Burlington & Quincy Railroad Co., 
Budd is building a train of this type for 
the Brooklyn-Manhattan Transit Corp. 
While we recognize the advantages of- 
fered by such a unit, the present none 
too favorable credit position of the rail- 
roads will probably delay substantial 
profits from this venture for some years 
to come. Fundamentally, the prosper- 
ity of the company is closely linked 
with that of the automotive industry, 
which will undoubtedly continue to 
contribute the bulk of revenues. Im- 
proved demand for automobile bodies 
enabled the company to reduce its net 
loss for 1933 to $886,701 from the defi- 
cit of $1,785,757 for 1932. Further 
improvement was registered in the ini- 
tial quarter of the current year when a 
net loss of $15,458 was reported, 
against a deficit of $397,488 in the ini- 
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tial quarter of 1933. Operations dur- 
ing the month of March are understood 
to have been on a profitable basis. The 
balance sheet dated December 31, 1933, 
revealed total current assets of $4,119,- 
407, including cash of $306,944, 
against current liabilities of $3,782,522. 
Net working capital declined during 
the year from $1,575,453 to $336,885. 
Earnings of the company have fluctu- 
ated widely over the past several years, 
a substantial loss having been recorded 
in both 1926 and 1927, followed by 
the two relatively prosperous years, 
1928 and 1929. In 1930, however, 
profits were substantially lower than in 
either of those years, while deficit oper- 
ations have since been the rule. Pre- 
ferred dividends were omitted after the 
quarterly payment on November 1, 
1930, and since these are cumulative, 
considerable earnings improvement will 
be necessary before any distribution 
might reasonably be anticipated upon 
the common. With a none too favor- 
able earnings record and with a rather 
restricted working capital position, the 
common stock does not appear to offer 
attraction and we would not, therefore, 
endorse its purchase. 








Prosperity Is Offered to 
Petroleum 


(Continued from page 138) 








stated objectives of the bill, the estab- 
lishment of quotas, etc., within such 
state will be inoperative. This is an 
extremely important provision. It will 
be recalled that the efforts of the Gov- 
ernment to regulate and allocate the 
production of crude oil in Texas were 
brought to an abrupt halt early this 
year by court decisions declaring that 
control of oil production was a func- 
tion which belonged to the states. De- 
spite the fact that the Texas Railroad 
Commission subsequently established 
quotas lower than those which the Gov- 
ernment had previously announced, 
and the enactment of strict regulatory 
measures by the Texas Legislature, the 
machinery for enforcement has proven 
inadequate and the results accomplished 
have been insufficient to remove the 
menace of excessive production in East 
Texas. Thus, the Federal Petroleum 
Act, while recognizing states’ rights, 
carries the evident intention of estab- 
lishing Federal authority over crude 
production as a last resort if state regu- 
lation fails. 

Finally, the bill limits the use of in- 
junctions. No injunction, either per- 
manent or temporary, could be granted 
until after final hearing and determina- 
tion by three judges. 





Whether or not this bill will pass 
the present session of Congress re- 
mains in the realm of uncertainty. That 
it will be opposed by organized minori- 
ties goes almost without saying. It is 
reported to have the backing of Presi- 
dent Roosevelt, who will urge its pass- 
age at this session. Mr. Ickes has been 
quoted as regarding the outlook for the 
industry as being a gloomy one and 
all that has been accomplished to date 
will be of no avail unless the bill is 
enacted. Moreover, with no possibility 
of Supreme Court decision on the East 
Texas cases before next fall, the Gov 
ernment’s hands would be tied so far as 
its ability to curb excessive production 
is concerned. 

Viewing the outlook for the oil in. 
dustry at this time, in the light of these 
contingencies, one is forced to conclude 
that in the failure of Congress to enact 
the Federal Petroleum Act, stability 
within the industry must continue to 
rely upon the ability of the State of 
Texas to control the East Texas fields 
—a very uncertain factor at best— 
and the willingness of the refining and 
marketing interests to abide by their 
agreement. Externally, the industry 
has much in its favor. The season of 
heaviest consumption has begun auspi’ 
ciously, with demand clearly respond 
ing not only to the substantial increase 
in the sale of new automobiles but the 
increased use of cars and trucks gener’ 
ally, reflecting improved business and 
greater employment. Actually, the oil 
industry might well experience the most 
profitable season in four years and the 
deciding factor will be the willingnes 
and ability of the industry to develop 
a genuine spirit of co-operation and get 
behind a definite program conceived in 
the interest of all concerned. 





Consolidated Gas of N. Y. 
(Continued from page 143) 








the 1929 net earnings. The 1933 earn’ 
ings were equivalent to $3.31 a share, 
which compares with $4.03 earned in 
1932, $4.94 in 1934, $5.06 in 1930, 
and $4.81 in 1929. 

The first quarter of 1934 shows : 
continuation of the drop in net earn 
ings, the system reporting only $1.10: 
share for the three months ended 
March 31 against $1.43 a share in th 
corresponding quarter of 1933. The 
reason for the recent dividend cut to 
$2 a share is obviously contained is| 
this trend. The sharp decline in ne 
earnings for the first quarter is partly 
due to increased operating expense 
brought on by compliance with the pro 
visions of the N R A which ha 
brought about a considerable advance 
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A timely suggestion to 
a bank president 








HOSE stoop-shouldered depositors in your lobby aren’t 


looking for lost coins. 


Examining “knee-action” on 


new cars has curved their backs. Advertising—intelli- 
gently planned, vigorously executed—brought them, eager to 
see and understand, to the auto showrooms. 
These are days of epochal changes, startling news. To gain 
public attention, your advertising must be more powerful than 
ever. The public, eager for new facts, will ignore old platitudes. 


These are also days of serious prob- 
lems of good-will building and 
business development for financial 
institutions. 


To solve these problems, your ad- 
vertising and new-business plans 
must be modernized. Some of yes- 
terday’s bank publicity policies 
and methods must be discarded. 


Others must be reshaped, revital- 
ized. New ones, to meet today’s 
new situations, must be developed. 

















The First Steps Have Been 
Taken and Charted 


Experienced bank officials and the 
executives in charge of publicity 
see this need. Many have been 
thinking long and seriously about 
it, discussing it, reaching conclu- 
sions. Some have already put new 
policies and practices into action. 


The conclusions reached, the ac- 
tions taken, are of vital importance 
to every bank and trust company. 
Today, more than ever, financial 
institutions need the confidence, 


the esteem and the business of the 
public—which they can get and 
hold with the help of intelligently- 
planned advertising, publicity and 
personal solicitation. 








Now the Results Are To Be 
Displayed and Discussed 


These new “1934 model” financial 
advertising ideas, plans and meth- 
ods are now, for the first time, to 
be gathered together, displayed, 
explained and discussed—at the 
Financial Advertisers Association 
Convention, Buffalo, New York, 
September 10, 11, 12 and 13. 


What an opportunity! You can 
hear and see the solutions, devised 
by the keenest minds in the field 
of financial advertising and business 
development, to your own serious 
problems. You can get ideas and 
facts, in those 4 days, that you 
could get so quickly in no other 
way. And you need them now. 


A Quick Harvest 
of Valuable Information 


You will see room-filling exhibits 
of today’s new advertising mate- 
rial. You will sit in departmental 
meetings at which each of your 
departments’ needs and opportuni- 
ties will be analyzed. You will 
attend sessions at which topics of 
general but no less vital interest 
will be discussed. Speakers and 
discussion-leaders will avoid gen- 
eralities, concentrate on facts and 
information useful to all. 


After meeting hours, you will find 
many other executives who, stimu- 
lated by the day’s discussions, will 
gather together again for informal 
interchange of experiences and 
ideas that, in many ways, may 
prove even more interesting and 
informative than the scheduled 
conferences. 

i * 
Resolve now to be there. Come 
with the executive in charge of 
your advertising. And make a 
doubly-firm decision that he shall 
be there, even if later develop- 
ments keep you away. 
It’s your one opportunity in the 
next 12 months to collect, at one 
stroke, the information from which 
you can build the kind of a pub- 
licity and new-business program, 
for your institution, that these 
crucial times demand. 





Write now to Preston E. Reed, 
Executive Secretary, Financial Ad- 
vertisers Association, 231 South 
LaSalle Street, Chicago, for reser- 
vations and information. 
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Situated in the Historic | 





Place Vendéme with 
the finest shopping dis- 
trict in the world at its | 
doors, handy to the | 
best theatres and prin- | 
p 
cipal banks, close to 
the Tuileries Gardens 
and the Opera. Aho- | 
tel distinguished by 
that gracious charm 
and comfort found in 
the best homes and 
appreciated by a dis- 
cerning clientele. 























Wear 


“Custom Tailored’ 


Clothes 


Then you can definitely 
budget your expenses and 
make both ends meet with- 
out repeated dislocations 
caused by unexpected de- 
mand on your bank account 
—because that suit bought 
at a bargain price “just 
went to pieces.” 


Come in and select from 
our beautiful display of fab- 
rics just the cloth and the 
color you most prefer—it 
will be made up for you 
quickly and perfectly. 


As for “value’”—in no other 
way can you make your 
clothing dollars go so far— 
and with so much real 
“wearing” pleasure. 
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in the cost of labor as well as in the 
price of materials used. To a large 
degree the enormous increase in taxes 
is also responsible, and elsewhere in 
this article there is given an illustra- 
tion of the ever increasing weight of 
this burden since 1929. 

As to a concise appraisal of Consoli- 
dated Gas Common stock, the recent 
price of 32 indicates a well liquidated 
equity of one of the soundest utility 
companies in this country. Assuming 
the safety of the present $2 dividend 
rate, and from the present outlook this 
rate appears reasonably safe for some 
time to come, unless a complete and 
radical upset occurs in the scheme of 
things in this country, the stock re- 
turns a yield of about 644%. The un- 
certainties in the situation are still 
such, however, that a prediction of a 
custained recovery in the price of these 
shares to levels more commensurate 
with its previous high standing would 
be premature. 








Most Rail Dividends Must 
Wait 
(Continued from page 135) 








certain amounts of deferred mainte- 
nance. If any Public Works Adminis- 
tration loans are made for purposes 
other than the purchase of new equip- 
ment, such loans could also be regarded 
as representative of deferred mainte- 
nance. 


Effect of Higher Wages 


Should traffic continue to rise for the 
balance of this year, an increase of 
wages to the transportation forces of 
the railroads would not be of vital im- 
portance, insofar as the resumption of, 
or increases in dividends on railroad 
stocks is concerned. This contention is 
adequately supported by data. The 
basic wage scale of 1929 was reduced 
to the extent of 10% in 1932. On 
June 1, of the current year, 214% of 
this basic scale will be restored. The 
second installment, amounting to 


| 2Y%4%, will be restored January 1, 1935. 


The final installment of 5% will be re- 
stored March 31, 1935. For a period 
of thirty days, following the restoration 
ot the full basic rate, all changes, there- 
in, will be held in abeyance. Neither 
requests for increases by the railroad 
workers, nor reductions in wages by the 
railroads during this period can be pro- 
posed. Such action can only be nego- 
tiated following the expiration of this 
period. 

During 1929-1932, transportation 
costs averaged 35.5% of the total oper- 
ating revenues. Of the total transpor- 


tation expenses, slightly over one-half 
or 18% of the total operating revenues 
represented wages. Thus, for the bal- 
ance of the current year, approximately 
.25% of the gross revenues will be ab- 
sorbed by an increase in wages. During 
next year, not more than 2% of the 
total operating revenues will be di- 
verted from earnings, as a result of the 
full increase in the basic wage scales. 
That this amount is subject to down- 
ward revision, is supported by the in- 
creased operating efficiency. For the 
two months ending February 28, 1934, 
total operating revenues increased 67.7 
million dollars or 15.45% over the cor- 
responding period of 1933. Transpor- 
tation expenses reflected a dispropor- 
tionately smaller increase, rising only 
14.28 millions of dollars, or 8.2%. 
Longer and heavier trains, which re- 
duce the amount of train miles, the 
basic unit of transportation costs, will 
prove a decisive factor in nullifying 
some of the increased expenses arising 
from higher wages. 

Proceeding to the new legislation in 
prospect, this, if enacted, should en- 
hance, rather than reduce, railroad 
earnings. The consummation, thereof, 
during the present session of Congress, 
seems highly improbable because of the 
vast amount of unfinished business 
other than that pertaining to transpor- 
tation. A report made by the Federal 
Co-ordinator of ‘Transportation, re- 
vealed that motor vehicle transportation 
in its present unregulated status has in- 
tensified existing competition to a point 
where certain branches of railroad traf- 
fic, notably less than carload freight, is 
highly unprofitable. Such a condition 
is not warranted, in view of the fact 
that the motor vehicle serves a highly 
useful purpose in supplementing rail- 
road operations, as well as performing 
distinct transportation operations pecu- 
liar to itself. The regulation of this 
branch of transportation, would be in 
the best interests, not only of the rail- 
roads, but of those engaged in motor 
vehicle transportation themselves. An- 
other medium of transportation whose 
regulation was regarded as advisable by 
the Co-ordinator, was that of the inter- 
coastal steamship. Here the problem 
is one of port to port, as well as joint 
rail-water regulation. Should both of 
the foregoing recommendations be ulti- 
mately enacted with a view towards 
rendering the competition more orderly, 
its benefits to all concerned cannot be 
doubted. 

On the basis of general considera- 
tions, therefore, railroad stockholders 
can expect but little in the way of divi- 
dends. Financial considerations strictly 
preclude such action for the rest of this 
year and possibly next, irrespective of 
further gains. This is notwithstanding 
the fact that interest charges will be 
earned by many roads with something 
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OFFICE OF THE PRESIDENT 
Baltimore, Md., April 18, 1934. 


To the Stockholders of the Baltimore and Ohio Railroad Company: 
The President and Directors present herewith a statement of the 
operations of the Company for the year ended December 31, 1933, in- 
cluding condensed Income Account compared with the preceding year, 
and Balance Sheet as of December 31st, with other information which 


The Baltimore and Ohio Railroad Company 
SUMMARY OF ANNUAL REPORT FOR 10933 








may be of interest. 


Company of their desire to receive it. 
fixed charges, amounted to $204 


$6,539,750. 


pany’s revenues, terminated as of September 30, 1933. 


217, or 5.44%. 


passenger revenue realized during the last half of the year. 


The Annual Report in the customary form will be sent later to all 
stockholders who have advised or may advise the Secretary of the 


The net income for the year, after payment of interest and all other 
.t72, as compared with a deficit in 


1932 of $6,334,978 or an improvement in net income for 1933 of 


Compared with the preceding year, freight revenue reflected an 
increase of $7,320,236 notwithstanding the emergency increase in rates 
authorized by the Interstate Commerce Commission, effective January 
4, 1932 which had contributed about $300,000 per month to the Com- 


While there was a marked improvement in the passenger traffic 
during the last six months of the year as compared with the cor- 
responding period of the previous year, the increase was not sufficient 
to overcome the drastic decline in the first six months, and as a re- 
sult there was a decrease in passenger revenue for the year of $564,- 
There was, however, an increase of 1.62% in revenue 
passenger miles, reflecting improvement in the long-haul business. 
The Century of Progress Exposition held at Chicago from May 27th 
to November 12th, 1933, was a contributing factor to the increased 


The 





operation by your Company of completely air conditioned trains be- 
tween New York and Chicago and St. Louis was also effective in re- 
gaining to your line some of the passenger traffic which had been 
diverted to other forms of transportation. Further additions during 
the year to the air conditioned equipment permitted more extended 
service of this character. 

Advantage was taken of the increased revenues to pursue a more 
liberal maintenance program. The expenditures for maintaining road- 
way and track were $622,333 greater than in 1932. Maintenance of 
Equipment tt were increased $1,853,693, representing not only 
increased expenditures on equipment, but also increase in the depre- 
ciation charges. 

The property has been adequately maintained to assure safe and 
dependable service. 

Although traffic as a whole increased, a expenses were 
reduced by $2,571,341, or 5.55% and consumed but 33.21 cents out of 
each dollar of revenue earned as compared with 36.82 cents in 1932. 

During the year 1933 the obligations of the Company, outstanding 
in the hands of the public, were reduced more than $8,900,000 

The present trend of industry seems to justify expectation for 
further improvement, and while no prophecy for the immediate future 
is here ventured, the outlook is more reassuring than it was one year 
ago. With further revival of commerce, your Company should share 
in the anticipated benefits from such recovery. 

To secure as great a volume of traffic as possible under present con- 
ditions, the interest and cooperation of the stockholders is most ear- 
nestly solicited. Very respectfully, 


DANIEL WILLARD, 
President. 














INCOME ACCOUNT 


CONDENSED GENERAL BALANCE SHEET—DECEMBER 31, 1933 





Increase or Decrease 
































ompar 
With Previous Year. 
1933 Amount % 
Revenue from freight transportation .$113,380,296 $ 7,320,236 6.90 
Revenue from passenger transportation 9,798,466 *564,217 *5.44 
Revenue from mail express and other trans- 
OPERA BOL NEOR oics sacos seeders nceeecens 8,613,491 *846,589 *8.95 
Total Railway Operating Revenues..... $131,792,253 $ 5,909,430 4.69 
Maintenance of Way and Structures........ $ ee ttk 855 $ 622,333 6.03 
Maintenance of Equipment................ 4,011,165 1,853,693 .3 
RNS Tr aah eid Gila lg a8 810 ig vive 1b aig 60,5 are 202 2271 *707.776 *14.95 
TRIMOTERIORN 5.5 5 6.5.0. 50 00s .0'a.e viriies se eene 6 43,771,782 *2,571,341 *5.55 
RNR G5 cera 590.6) Nos.6 5i0'4d 4 A's 0 vie sso wih e 6,545,184 *608,745 *8.51 
NII oie: ia. 00s CoN Gs'saives.cmesassie 1,075,443 126,601 13.34 
Total Railway Operating Expenses..... $ 90,369,700 $*1,285,235 *1.40 
SRNR URATINN TUIRTADD s \ 00 ss 01016 6. 0:0.5:4 0's 00.088 BE oy : 
Bg Serre rere rey sic 'be 
Net Revenue from Railway Operation...... $ 41,422,553 $ 7,194,665 21.02 
yi SPP reer rr wcesecccscccccccecs $ 8,156,726 $* 748,29 *8.40 
Equipment, Joint Facility Rents, etc....... 4,416,626 1,067, ist 31.86 
Total Charges to Net Revenue.........$ 12,573,352 $ 318,862 





Net Railway Operating Income, as defined in 
Transportation, Act of 1920 $ 28,849,201 $ 6,875,803 


Other income—Rents, Dividends on Stock 

















* Decrease. 


and Interest on Bonds owned...........- 6,218,021 *360,808 
Total Income from all sources......... $ 35,067,222 $ 6,514,995 
Deductions for Interest and Rentals........ $ * ae $ 319,365 
All Other Charges against Income.......... 47,119 344,120 
Total Deductions from Income......... $ 34,862,450 $* 24,755 * 0.07 
Bet Snes iie OF TIGRE 66.615 6 awwsees cies $ 204,772 $ 6,539,750 maa 





ASSETS 
Investment in Property used in Transportation Service -$ 987,243,034 
Road 716, 6.764. 832 
2 














PEPE ER eer ee 26 
Investment in Perpetual Leaseholds—Capital- 
ee eae _10, 463,200 
Investment in Separately mga WROUMSOIR 9.6.6 055 6 0:6:500 065 99 079,055 
Investment in Other Companies... .... 2.1... cece sence ee eee 5,384,122 
Investment in Miscellaneous Physical PTOVECCY, ClO ssc 6.cceiec ° 4, 643,225 
I bis s-0.6 0.0. e asin ese Pade tebon ages $1, 186,349,436 
I oo oy oe ao a rrercin oid win sas sla Wane ee eee 29,733,147 
er ent sislain tel Yuseis aac cate $ 6,674,116 
Materials and Supplies Traffic and Agents’ Bal- 
PEE Ncacuacpcstorat ac cteseh he paves 23,059,031 
Deferred Assets, including Insurance Fund.................. 4.390.747 
RNG a csasrcekicesetas tab eededseeakbsawneue 360,484 
Rsrand eROral Onis cteoven eee ces wins sc iatelo ann $1,220,833,814 





CINE i anaes oh 6.060. W rere eiaiv ws 0.02 « Kaw spi0l6 Cems wade $ 315,158,510 
Preferred Stock Sis's $ 58,863,162 
Common Stock. 256,295,348 
GR entice isos a ilede hee esies 5 ceuenewe beans 684,381,370 
PN I yo pound are as: 'e 49:6 0) 4.2 0-8-5508 $493,414,300 
Equipment Trust Obligations............... 42,888,200 
Loans and Bills Payable— 
Reconstruction Finance Sommenathon 4 Loans. ge. oe3. 777 
Other Loans and Bills Payable. . 102,367 
Miscellaneous Obligations......... 3 '358,076 


Unassumed Obligations of Operated Subsidiaries 43,577,700 
Capitalized Leaseholds (per contra)... .$10,463,200 
Less capital stock of lessors 


held by the Company...... 5,250 10,457,950 





Current Liabilities—Traffic and — Service, Accounts and 


Wages Payable, Accrued Interest, e 22,690,337 





Liability for Provident Funds — Gther Deferred Liabilities. . 1,104,110 

Accrued Depreciation on or Mea hicu ss aise as $2,455,574 

Ober CIRM GSEED COCUIEG sac kicccccec sets cece 8,626,744 91,082,318 

Inter-company Non- negotiable a — een Bobta She da 14,597,059 

Premium on Sale of Common Stock. Sie eiesatn 3,355,721 

NRE o re cok arai overly ciaiaraee\eip'a: 6 casts alates @araiele Wiese 88, 455,389 '389 91,811,110 
MANE MINING odie aa artis Sic an arain a6 bis eeietele en ee ee se 220,833,814 























MARKET STAT 


ISTICS 


Censorship 


N. Y. Times Dow, Jones Avgs. a | other financial publication. The high 
40 Bonds 30 Indus. 20 Rails High Low Sales | 
Monday, May 7......... 82.50 95.51 43.70 86.54 82.75 2,364,030 | Standards demanded by The Magazine 
Tuesday, May 8..... . 82.48 97.16 44.57 85.70 a eS! eee 
Wednesday, May 9...... 82.44 95.71 43.64 85.40 83.54 1,028,360 
Thursday, May 10....... 82.19 93.91 42.52 83.84 81.12 2,125,520 | the reliable source of information an- 
Friday, May 11.......... 81.95 93.18 41.70 83.24 81.67 995,700 | ia iaaitia — 
Saturday, May 12........ 81.35 92.22 41.11 81.75 80.15 1,110,110 SS Se ao nee 
institutions and investors read the Maga- 
Monday, May 14........ 81.04 91.81 41.40 81.52 78.51 1,680,490 | _. esi : : 
Tuesday, May 15........ 81.75 92.84 42.07 82.06 80.38 g94.320 | Zine to gain information of the offerings 
Wednesday, May 16..... 81.76 92.73 42.24 81.76 80.12 717,594 | of responsible firms. 
Thursday, May 17....... 82.23 95.98 43.63 83.68 80.92 1,286,540 
Friday, May 18.......... 82.45 95.17 43.64 84.11 82.51 910,990 | 
Saturday, May 19........ 82.32 95.13 43.70 83.08 82.45 249,300 | & 
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to spare. The rehabilitation of road 
and equipment is also of vital import- 
ance and if this can only be made up 
through Public Works Administration 
loans in some cases, earnings must be 
conserved to retire these obligations 
eventually. Some of the equipment 
will be retired, which may deplete ac- 
cumulated reserves for depreciation, so 
that heavier annual charges for the lat- 
ter will obscure earning power for the 
common stock to a considerable degree. 
Hence maintenance, though not as 
potent as the financial aspects, will be 
an important influence against dividend 
payments. Finally, the legislation now 
pending for the regulation of inter- 
coastal steamship and motor vehicles, 
though a favorable factor, will manifest 
itself slowly so that any benefits derived 
from this source, would take séveral 
years in materializing. 

While each of these influences exert 
an important bearing upon future pay- 
ments of dividends on the railroads as 
a whole, it would not apply as strictly 
to individual carriers. A number of 
systems are in a favorable position to 
resume payments pending a continua- 
tion of the present rate of business. In 
connection, therewith, there are enum- 
erated the most important financial and 
other details in an accompanying table, 
which are the most important factors 
in formulating such judgment. 








The Summer Business 
Outlook 


(Continued from page 121) 





to correct maladjustments and to 
strengthen the basic forces. 

Second, the peak of impulsive gov- 
ernmental experimentation almost un- 
questionably has been put behind us. 
The Administration in coming months 
will concentrate upon consolidating 
and rationalizing its program, rather 
than upon new planning. Congress 
will soon adjourn, not to assemble 
again until next January. Much of the 
legislation most feared by business will 
go by the board. The rest will at least 
be a fact accomplished, rather than a 
continuing source of uncertainty. 

Third, as we approach the Govern- 
ment’s fiscal year of 1935, beginning 
July 1, the Administration will be 
equipped with upward of $4,000,000,- 
000 of emergency funds already au- 
thorized and earmarked. This is 
powerful and direct inflationary am- 
munition. It can take care of all pos- 
sible relief needs and undoubtedly will 
serve—as it is intended to serve—as a 
reinforcing support for business. 

Fourth, next autumn brings the Con- 
gressional elections. The Administra- 
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tion would be less than human if it 
failed to desire that business make 
the best possible showing at that time. 


Its political acumen is not to be 
doubted. It will be good politics this 
summer to do everything possible to 
encourage a more confident business 
psychology. Lacking this in sufficient 
measure, it will be good politics to 
adopt tangible stimulants in the form 
of emergency spending. 


New Deal Shaking Down 


Fifth, the developing rationalization 
of NRA will probably result in re- 
taining most of its good qualities, while 
obnoxious and unworkable portions 
will be abandoned. In relation to 
the whole Administration program, 
N RA probably will slide into eclipse. 
This will tend to bring a return to 
more competitive business relations. 
Such competition, given checks on cut- 
throat practices through the simple and 
effective devices such as a maximum 
hour and a minimum wage scale, can 
only be regarded as norma! and healthy 
in the long run, however disturbing 
may be some of the immediate neces- 
sary adjustments. 

Sixth, it is all to the good that the 
Administration has at last come fully 
to the recognition that normal recovery 
now depends mainly on revival of the 
capital goods industries. As a prac- 
tical step, its program to stimulate 
housing construction, renovation and 
modernization—through private finan- 
cing under Federal insurance — will 
without doubt have beneficial results, 
even though probably falling far short 
of touching off the remotest semblance 
of a building boom. 

On the whole, we conclude that the 
summer recession in business will prob- 
ably be of somewhat more than sea- 
sonal proportions. On the other 
hand, considering the various support- 
ing factors, it can safely be regarded 
as a temporary period of consolida- 
tion—increasing, rather than decreas- 
ing, the chances of renewed revival 
during the second half of the year. 

Such a sequence, one can well be- 
lieve, might turn out to be both good 
politics and effective medicine for busi- 
ness. 
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Ruberoid Co. 
(Continued from page 141) 








proximity to important population cen- 
ters, comprise the company’s manufac- 
turing facilities. In addition there is a 
foreign subsidiary, and branches and 
selling agencies are maintained in the 
principal cities in this country. The 
company has followed an orderly pro- 
gram of expansion resulting in steady 
broadening of its field and products, 
The most recent acquisition was last 
October, when the Newmarble and 
Newtile divisions of Asbestos, Ltd., 
were taken into the fold. 

Capital structure is an extremely 
simple one consisting solely of 132,602 
shares of common stock. In the years 
1928-1931 inclusive, the shares paid 
dividends at the rate of $4 annually; 
in 1932 payments totalled $2 a share; 
and last year and in the initial quarter 
of the current year payments were 
made at the rate of $1 annually. 

During the past six years earnings 
on the stock have averaged $2.25 a 
share annually. It would appear, how- 
ever, that normal earning power is 
better than the average. In 1931, for 
example, the shares earned $3.68, com- 
paring with $2.84 in 1930 and $3.43 
in 1929. The peak of earning power 
was made in 1927, a year in which 
building was still at an unusually high 
level. From the trend of earnings sub 
sequent to that year, it is apparent that 
while the company must rely upon a 
general revival of the construction in- 
dustry to produce exceptionally high 
earnings, it is equally apparent that or- 
dinary replacements and repairs, even 
during a period of general business de- 
pression, can be counted on to give the 
company a healthy volume of business. 
In 1932, there was a loss of $220,069, 
the first suffered by the company over 
an extended period of time. It re- 
quired, however, only the general im- 
provement which occurred in the last 
half of 1933 to take the company “out 
of the red” and a profit of $146,969, 
equal to $1.10 per share, was reported. 

Financial position at the end of last 
year revealed working capital of $5, 
424,213, including $1,140,000 in cash. 
Net quick assets were equal to $40 a 
share on the capital stock. Obviously, 
therefore, the company is in a position 
to pass along promptly any increase 
in earnings, in the form of a larger 
dividend. Backed by a long record of 
dividends, and quoted below their net 
quick asset value, the shares have much 
in their favor at this time. About the 
only objection which might be cited is 
their inactive market—on the New 


York Curb Exchange. 
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Exchanges Come Under 
Federal Control 
(Continued from page 119) 








were never ethical, and a curb on 
those, which until now, had been 
thought to be so; (3) probable restric- 
tions on options (not company issued 
warrants); (4) curb on broker trading 
operations; and, (5) as a result of the 
publicity that must be given the opera- 
tions of “insiders.” 

Fully realizing that in practice the 
loss of liquidity may be so small as to 
be of no importance, one may validly 
nevertheless explore the possible ef- 
fects. With a less broad and active 
market, the spread between bid and 
asked would tend to be wider than 
now. In a bull market, stocks would 
be less easy to buy and, in a bear mar- 
ket, they would be more difficult to 
sell. It is at this point that one of the 
fundamental objectives of the law 
might be defeated, for, if the previous 
point is a logical one, the major 
swings would become more _pro- 
nounced. Consequently, a major turn 
in the business tide might be followed 
in the first instance by a steep rise in 
stocks—and then by a correspondingly 
precipitous decline. The short swings, 
however, may be flattened out some- 
what. 

An impairment of liquidity would 
also have the probable effect of making 
institutions and individuals somewhat 
chary of putting their temporary sur- 
plus into the market, lest there be diffi- 
culty when the time comes to withdraw 
it. One might expect to see fewer 
companies with temporary investments 
in other companies. The only true 
liquidity—as is, of course, the case to 
some extent today—would be obtain- 
able from the short-term obligations of 
the United States Government. Fin- 
ally, despite what has been said of Lon- 
don being able to finance economically 
on a market much less liquid than 
ours, the curtailment of breadth and 
activity, if severe, would tend to make 
stocks sell on a higher yield basis. 
Everyone must know, for example, 
some local security of excellent merit 
that can be bought if time is no object 
to yield 6 per cent, 7 per cent, or 
even 8 per cent, just because it lacks 
marketability. Such an influence work- 
ing in our present stock market would, 
of course, be a depressant, but once 
securities were on a permanently lower 
plateau there would be no further 
effect. 

It is, however, unfair to read into 
the stock exchange control bills as 
they stand at the moment, not a slight 
impairment of liquidity, but solidifica- 
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tion. The Government itself has had 
enough of the latter as a result 
of the ill-advised Securities Act, which 
virtually paralyzed the flow of funds 
to industry. Incidentally, the Senate 
has passed, as a rider to its stock ex- 
change bill, provisions that modify 
considerably some of the worst parts 
of the Securities Act. Liabilities, en- 
tirely out of all proportion to the dam- 
age that might have been done, are 
made less all-inclusive and there are 
deterrents to “blackmail” suits. It is 
quite possible, however, that the pro- 
posed modification of the Securities 
Act does not go far enough and that, 
though it become law, there still will 
not be that unimpeded flow of funds 
to industry. The Act, with changes, 
would still have many clauses much 
more drastic than the British Com- 
panies Act which is generally accepted 
as a model of reasonable safeguards. 

But this is to digress. The bills for 
regulation of stock exchanges have 
been prepared with more care than was 
given the Securities Act. Conse- 
quently, as bills, they are better bills. 
From the point of view of the investor 
and the country at large, one provi- 
sion only appears to be wrong in prin- 
ciple. It is the provision of the House 
bill—incidentally backed by the Presi- 
dent—calling for fixed margin require- 
ments. The margin of 45 per cent for 
which it calls may be over high at one 
point of the industrial cycle and over- 
low at another. How much money 
shall be lent on anything should be a 
matter for the lender to fix. It can- 
not be legislated satisfactorily, nor 
fairly. It is to be noted that it is the 
Government’s own current proposal 
that 80 per cent of the present ap- 
praised value of a property should be 
advanced by those with funds to invest 
and that, if this be done, the Govern- 
ment will guarantee 20 per cent of the 
money loaned. When it becomes pos- 
sible by law to borrow only 55 per 
cent of the value of a marketable se- 
curity and anything up to 80 per cent 
of the value of a piece of frozen real 
estate, there is something wrong some- 
where. Yet, in case it seems that it is 
our contention that the amount that can 
be borrowed on the security is too low, 
we hasten to add that this is not so 
the objection is to the fixed-margin 
principle, whether or not some one is 
given powers to make exceptions or 
not. 

Many objectors to the proposed stock 
exchange legislation make the point 
that it is all too vague and that the 
concentration of important, albeit 
somewhat indefinite, powers in the 
hands of a political body constitutes 
a menace. Generally speaking this 
would be valid. It should be remem- 
bered, however, that the business of 
issuing and dealing in securities is 
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New York Curb Exchange 











ACTIVE ISSUES 
Quotations as of Recent Date 


1934 
Price Range 
-—————. Recent 
Name and Dividend High Low Price 

Alum. Co. of Amer......... 85%, 64 70 
Amer. Cyanamid B (.25).... 2214 15% 1914 
Amer. Gas & Elec. (1)...... 333g 1854 243% 
Amer. Lt. & Tr. (1.60) ..... 193g 1034 15% 
Amer. Superpower......... 4% 24 25% 
Assoc. Gas Elec. “A’’....... 23g 17/16 K 
ERI nono sap ce a teseere Ss 16% 10% 11% 
Canadian Indus. Alco. “A”... 203g 1014 12 
Cittes Bervice.. ........... 414 134 234 
Cities Service Pfd.......... 267%, 114% 20% 
Colum. G. & E. cv. Pfd. (5). 103 68 8314 
Commonwealth Edison (4).. 6114 3414 5134 
Consol. Gas Balt. (3.60)..... 65 53 59 
Cond Corp. TB) ..6..<00-s0 854 434 54 
Creole Petroleum.......... 1334 95g 12 
Distillers Cp. Seag......... 2654 14% 1634 
Elec. Bond & Share........ 2344 10% 15% 
Elec. Bond & Share Pfd. (6). 60 31 5014 
Ford Motor of Can. “A”.... 24% 15 213% 
Ford Motor, Ltd............ 95% 51 914 





1934 
Price Range 

Recent 
Name and Dividend High Low Price 
General Aviation........... 9% 4% 4% 
Gonoral Tire. ........0..00% 99 64% 7914 
Glen Alden Coal........... 2034 381034 16!, 

Goll ON OF PA... icc scces 7634 66144 61 
Hudson Bay M.&S........ 1434 834 1314 

OO | 46% 33144 43 
Imperial Oil (.65).......... 1544 125 1434 
Inter. Petrol. (1.56)........ 2734 1934 267% 
Lake Shore Mines (2!4).... 5456 414% 4914 
Niagara Hudson Power..... 934 4% §34 

Novadel-Agene............ 234% #195, 21 
St. Regis Paper............ 5% 2% 334 
South Penn Oil (1.20)...... 243% 174 21% 
Standard Oil of Ind. (1)..... 3234 25 2614 

a ero 19 13% 16 

ot Ls ee ae 327% 2334 31 
United Founders........... 1% 11/16 K% 
United Gas Corp........... 334 1% 2% 

United Lt. & Pwr. A........ 53% 2% 3 
United Shoe Mach. (5)..... 6874 5734 6434 
Walker Hiram H. W........ 571 3014 3514 











highly technical and that it involves 
unstandardized and “unstandardizable” 
practices. One man buying a security 
may be gambling to the detriment of 
himself, his family and his community, 
while another man, buying identically 
the same security, at identically the 
same time, may have well-thought out 
reasons for so doing and hurt no one 
in the event that he proves wrong. 
Similarly, there are good pools and bad 
pools, good manipulation and bad ma- 
nipulation, good specialists (that much 
maligned lot) and bad specialists, good 
publicity and bad publicity, legitimate 
margin transactions and those that are 
illegitimate, good options and misused 
options, fair reasons for corporate 
secrecy and those that are unfair to 
the corporation’s stockholders and the 
public at large. There is hardly a phase 
of the security business that cannot be 
shown to do a real service of some sort, 
but which can be, and has been, abused. 
Any law aimed at correcting all the 
abuses that have ever been perpetrated 
would entirely wipe out every vestige 
of the legitimate business too. 

It was in the attempt to be definite 
that the original draft of the pending 
bills contained such devastating possi- 
bilities and, so long as we had to have 
some form of Federal regulation of 
stock exchanges, it is better that the 
devastation should be the possible re- 
sult of mal-administration, than that 
it should be mandatory under the law. 
And here is the crux of the whole mat- 
ter. Badly, harshly, or unsympathetic- 


162 


ally administered, regulation of stock 
exchanges as proposed could do all the 
damage that its critics claim it will do. 
With good hands at the reins, how- 
ever, it should do nothing more than 
curtail the profits derived from the 
most undesirable portion of the brok- 
erage business, but should have little, 
or no, adverse effect upon the legiti- 
mate investor and the industry which 
he finances. It is to be sincerely hoped, 
whether the regulatory body be called 
the Federal Securities Exchange Com- 
mission or whether it is called the Fed- 
eral Trade Commission — Securities 
Exchange Section, that the men com- 
posing it are sane, sensible and that at 
least one or two of them know from 
the practical side what it is that they 
are proposing to regulate. 





For Profit and Income 
(Continued from page 144) 





one declares that an “emergency” exists 
and this is quite enough to fix arbitrary 
minimum prices. It matters little that 
in this particular instance price compe- 
tition in third and fourth line tires 
previously had been vicious and un- 
economic; it is merely the wisdom of 
the principle that one doubts. This, 
however, is something of a digression. 
Whether price-fixing at all is meritori- 


ous or not, and whether it can be suc- 
cessful ultimately in this case, are aside 
from the point that temporarily, at 
least, the outlook for the manufacturer 
of tires has taken a turn for the better. 
The important rubber stocks, Good- 
year, Goodrich, Firestone and U. §. 
Rubber were all somewhat firmer on 
the news—and in spite of the longer- 
term implications contained in the re- 
cently arranged international plan to 
raise the price of their principal raw 
material. 





Happening in Washington 
(Continued from page 129) 





Economic Sharps of the Admin 
istration refuse to concede that there 
will be an unseasonal slump of business 
between now and August. They at- 
tribute present decline in some areas 
more to the CWA fund stoppage, 
than anything else, but “point with 
pride” to the prediction that Govern: 
ment funds in toto will flow out faster 
during the last half than during the 
first half of 1934. 





As Our Readers See It 


(Continued from page 148) 





Knappen’s own article “Branch Factor: 
ies Abroad” (July 23, 1932) gives evi 
dence that Powers is right. Also, Phil- 
ip G. Wright claims that foreign na- 
tions fear the competition of the United 
States more than they fear the com 
petition of each other. How can this 
be true if our labor costs are higher 
than foreign? Did we have a “benew 
olent international trade attitude” to 
ward England any time she was on a 
free trade basis? Did England require 
a “benevolent international trade atti’ 
tude” of other nations when she 
adopted a free trade policy in 1846, and 


did she get it any time in the next 


fifty years? 

Knappen also says “It is useless to 
say that such an influx of foreign goods 
would not displace a great measure of 
American industrial products.” Can 
free trade make the situation any worse 
than the present? The average income 
of the American citizen, as a result of 
the depression, has declined several 
times as much as the amount of foreign 
goods he would have to consume in 
order to permit foreign nations to pay 
both commercial and war debts. As 
goods in excess of this amount simply 
pay for our exports, and since the tariff, 
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combined with the fact that we are a 
creditor nation, is the cause of the de- 
pression, how can a free trade policy 
hurt us? 

I hope Mr. Knappen will accept the 
challenge to prove the disputed state- 
ments.—JOHN M. Woops, Buffalo, 


N. Y. 


I am always wary of accepting a 
challenge to debate, especially on such 
a many-sided subject as protection 
against free trade. I know that ab- 
stractly the free trade theory is in- 
vincible, but at the same time I realize 
that it may be ruinous in practice. I 
am an emotional pacifist but I would 
vote for singular disarmament by the 
United States about the time I am 
ready to fondle rattlesnakes. 

The former experience that low la- 
bor costs were compatible with high 
wages has been seriously shaken in re- 
cent years by the success of such coun- 
tries as Japan and Czechoslovakia in 
putting the latest modern labor-saving 
machinery into the hands of poorly 
paid but intelligent operatives. ‘When 
the cheap operative produces as efh- 
ciently as the expensive operative it is 
no longer permissible to assert that 
labor costs in America are lower than 
in competing countries. 

Particularly in regard to the United 
States; we are almost a natural eco- 
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nomic whole in ourselves and, our 
tariff policy for upwards of a hundred 
years has cultivated that independence. 
Nothing in the world outside can now 
take the place of the home market, and 
it would take years of painful changes 
to make such a displacement. More- 
over, why should we encourage the 
importation of goods that we are suc- 
cessfully exporting, and why should we 
make a drive for exports in lines in 
which other nations, absolutely de- 
pendent for existence upon exports, 
already control? For these reasons I 
favor a trial of the policy of tariff 
dickering, such as the President pro- 
poses, because it promises to encourage 
imports that are actually economic in 
our present status, and to give us ex: 





World Happenings 
Economic Interpretation 


Forecasts 


Significant Foreign Events 


keep you posted and are of dollar and 
cents value in your business. Appear- 
ing in each issue. Written by The 
Magazine of Wall Street’s Foreign Rep- 
resentative with headquarters in Paris. 





port openings that will not be harmful 
to foreign economies. 

As to England, we did not have a 
benevolent attitude toward that coun- 
try when she was a free trader any 
more than we have now. It was Eng- 
land to whom that role belonged, and 
she played it well. In those days she 
was never distressed over the so-called 
unfavorable balance of trade. She al- 
ways regarded an excess of imports as 
her foreign trade profit. And she was 
perfectly willing to individual 
British industries injured or destroyed 
by imports so long as she maintained 
her mastery of world trade. This was, 
of course, only a form of international 
benevolence which rested ultimately on 
the higher self-interest, but even that 
is something which is practically incon- 
ceivable in the United States at this 
time — particularly when the whole 
world is conducting its external trade 
relations in accordance with the dic- 
tates of an utterly selfish policy. Lack 
of reciprocal trade benevolence on the 
part of other countries finally destroyed 
England’s free trade policy. When 
the idea universally prevails that im- 
ports are evidences of defeat in com- 
mercial warfare, and exports proof of 
victory, the time may be fairly said to 
call for some international goodwill 
in trade intentions before we disarm 


wholesale —T. M. K. 
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The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
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“ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service, conducted by 
The Magazine of Wall Street, definitely 
counsels subscribers what securities to 
buy or sell short and when to close out 
or cover. (783) 


‘*TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898) 


GUARANTY TRUST CO. 


Comprehensive details of this company’s 
resources mailed upon request. (924) 


MARGIN REQUIREMENTS, COMMIS- 
SION CHARGES 
Springs & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


INVESTMENT INFORMATION 
A well known Stock Exchange firm will 
be glad to receive inquiries pertaining to 
investment matters. (959) 


STOCK QUOTATION RECORD 
Statistical data on all stocks dealt in on 
New York Stock Exchange. Write for 
copy on business letterhead. (975) 


5346-WORD INVESTING AND TRADING 
PAMPHLET 
Tells how to protect your capita] and ac- 
celerate its growth. Covers, from the 
technical viewpoint, the important ques- 
tions when to buy and when to sell. Free 
on request. (977) 




















a 
For the Asking 


Let us send you our complete 
list of new and standard 
books on investments and 
finance. Any book, new or 
old, supplied at published 
price. No extra charge for 
mailing. 


Book Service 
The Magazine of Wall Street 
90 Broad Street New York, N.Y. 











What’s New ... In the 
World of Books? 


The Changing Structure 
and Control of Banking 


F NEW books on money and 
banking there have been many 
in recent months. But Professor 
Chapman of Columbia University gives 
us one of the first adequate reviews of 
the theories and methods which have 
already made radical changes in the 
structure of American banking institu- 
tions—and which, it seems more than 
likely, will produce further and perhaps 
even more fundamental changes. 
“Concentration of Banking” traces 
the trend toward concentration from its 
beginnings following the war in 1921. 
He surveys both the economic and legal 
backgrounds of bank practices and bank 
legislation. His analysis is clear-cut 
and free from prejudice. A specially 
helpful feature of the book is a well- 
selected bibliography on the subject. 
Another is the collection of about forty 
tables and charts which illustrate the 
author’s points. 
“Concentration of Banking” 
by John M. Chapman (388 
pages) published by Columbia 
University Press, 1934, $5.00. 


* * 


Behind the Scenes of the 
New Deal Stage 


Would you like to see the whole 
troupe of New Dealers pass in “shirt- 
sleeve” review to see and hear 
them as men and women, planning, 
working, sometimes amusing themselves 
or quarreling a bit all “off the 
record”’? 

In “The New Dealers,” a Washing- 
ton correspondent who is called by the 
publishers The Unofficial Observer, 
lives up to his promise in the intro- 
ductory apology. He says: “I have 
tried to set down, as fairly as I can, the 
chief facts about fifty-odd important 
personalities in the New Deal: how 
they got into it in the first place, what 
they have done about it, how they get 
along with each other, and what they're 
like as human beings. In other words, 
I have tried to give the low-down on 
the up-and-ups in this wild political 
free-for-all at Washington.” 

The Observer is an excellent show- 
man as you may judge by the style of 
the passage just quoted. But more than 
this, he is a keen observer and, at times, 
a revealing commentator . . . none the 
less so because his language is rather 
slap-dash. (He speaks of the President 
as the “chief croupier” in the New 


Deal gamble, calls people by nicknames, 
and has a genial way of referring to | 
Roosevelt's personal advisors as “The 
Praetorian Guard,” to Mr. Farley's 
special staff as “The Political Strong- 
Arm Squad,” etc.) It is remarkable 
how this series of sharply-drawn 
sketches throws fresh light on the 
diverse measures and projects of the 
Administration. 

“The New Dealers” by The 
Unofficial Observer (414 pages, 
April, 1934), published by 
Simon € Schuster, $2.75. 


* * * 


Silver Dollars and 
Two-Gun Finance in Nevada 


A Forty-Niner, fagged from forty 
God-forsaken miles of desert, loafed a 
while at Devil’s Gate before starting 
the last weary round to California. For 
practice, he panned a little dirt in a 
creek that tumbled its white foam into 
the Carson. In one day he washed 600 
ounces of gold dust and sold it for 
$8,000. But he wasn’t satisfied. The 
gold was too flaky, alloyed with “some 
fake blue stuff.” It was ten years later 
that this ‘fake blue stuff’—then piled 
by the ton around the Devil’s Gate dig- 
gings—was discovered to be nearly 
solid silver. 

They took millions out of the ground 
at Virginia City. They fought over it 
with Colt 45s. And they spent it like 
water. It is an amazing story you'll 
find in “The Saga of Comstock Lode,” 
the more amazing because it’s an honest 
record of fact. Now that the mines of 
Virginia City are again coming to life 
with the increased value of gold and 
silver, George Lyman’s well-told nar- 
rative has a special and most timely 
interest. 

“The Saga of Comstock 
Lode” by George D. Lyman 
(399 pages), published by 
Charles Scribner's Sons, 1934, 
$3.50. 
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